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World Bus ineas ne wspaper U^WwwjTjob . 

Palestinian pofitics 
is Arafat doing oioii^i 
to prepare for statehood? 
Page 10 .. .. V 



WORLD NEWS 
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Chancellor Helmut Kohl tit 
Germany promised sweeping tax 
cuts would be the first act of Ns 
government if rejected and 
accused Social Democratic 

opponents of “blackma3" by sug- 
gesting that reform coutt come 
only with a change of leadership. 
Page 12; Editorial Comment, 
Page It 

Bowtfa Atrengthens CtS border 

Russia said ft was strengthening 
defences along the harder of the 
Commonwealth of independent 

States as Afehanisian’sTafiban 
miEtte reported capturing more 
towns ki the northern frontier 
area. More towns fail. Page 6 

Seitfa embraces peace plan 

Serbia is said to have reacted 
positively to a peace plan for 
Kosovo proposed by the six-na- ! 
tfon Contact Group but the eth- 
rue Albanian (eadersNp has 
largely been tsiaNe to give a 
coherent response because of a 
continued military offensive. 

Page 2 

AHota (Bed at nattaal causes 
Jafled Nigerian opposition leader 
Moshood Ablola efied last month 
of natural causes, according to 
Ontario’s chief coroner Jamas 
Young, who headed an interna- 
tional team of experts that toves- 
tigated the death. 

Ukraine announces annesty 

Ukrainian president Leonid 
Kuchma approved an amnesty 
, on Wednesday for about 25,000 
prisoners out of a prison popula- 
tion of 325,000. 

Saadi king uulergoes surgery 

King Fahd of Sautfl Arabia had 
Ns gall bladder and 'gaO stones 
removed arxl was later reported 
to be in good health. - 

Algerian bomb kSHs sewn ... 

A bomb exploded on an Algerian 
passenger train, killing sev en 
people and wounding Tl.‘M08S' 
campaign. Page 6 ' 

Italy faces new BU rebuff 

The ftafian government Is bracing 
itself for a new rebuff from the 
European Union on controversial 
plans to open an airport at Mal- 
pensa, north of Milan. Page 2 

Boren showdown looms 

Burmese opposition leader Aung 
San Suu Kyi heeded for a raw 
confrontation wfth the mffitary 
government by setting out on a . 
road trip to visit supporters, simi- 
lar to the one that led to a six- 
day standoff wfth the authorities 
in July. Page 4 

Hew Zealand government coUspses 

New Zealand’s coafition govern- 
ment collapsed with the defec- 
tion of four minority party minis- 
ters, reusing the possibility of a 
general election within foe next 
tew weeks. Page 4 

US spy racket crashes 

A Titan 4A rocket carrying a top- 
secret spy satelIHe exploded in a 
firebafl of debris and smoke sec- 
onds after blast-off from Cape 
Canaveral. 

Sporting victory for Iran’s women 
Iranian women are to be allowed 
to attend a men's wresting com- 
petition for the first time in nearly 
20 years. 

lfigti pound bite UKWre Industry 

The strength of the pound is 
deterring Hollywood studios from 
shooting big-budget films In the 

UK, casting a cloud over the 
government's hopes of sustain- 
ing the revival in the industry. 

Page 7 


Virgin Group of the UK is 
expected to return to the capital 
markets this autumn to r efinance 
debts and releesa capital for 
inve st ment in new ventures. The 
i fond raising wB tovotyea high 
yield bond issue of up to £3Q0m 
$495m}. Pwge 13? Long haul 
Pag* 17 

CfiU. UK insurance giant formed 
by the merger ert Commerce 
Union and General Acci d ent saw 
interim operating profits tumble 
to £280m $4fl2m) from £503m 
because of severe weather 
claims and competition in gen- 
eral insurance. Pag* 18 and Lex 


S e ran d fapyisgAM— Systera • 

reported a 31 per cert rise in 
first-half profits to SKr1.4fibn 
(SI 79m) as cost savings com- 
pensated for modest traffic 
growth. Pag* 13; Work! stocks. 
Page 32 

Horn Nenfisk, diabetes care and 


defighted Investors with a 48 per 
cent rise in first-half pre-tax prof- 
Its to DKrl 99bri t$294rri) end 
plans for a DfOSbn share bup- . 
back. Page 15 • 

I O edd dtt de France, Europe’s 
largest electricity company, has 
been forced to increase imports 
because of a-series of nuclear 
reactor proNems. Pag* 6 

ABN Amro, Dutch banking group, 

.. raised $1 25bn in an issue of 
preferred shares. Page 14 

CaEoergy, US-based power 
corifoany, is to apply the^ experi- 
ence gateed through UK subsid- 
iary Northern Seethe of deregu- 
lating markets to to $4bn 
acquisition of MdAmerksan 
Entygy.P^e13 


Cendant, US ctyere marketing and 
frarxdififr^ group racked by an 
accounting scandal wID .toctey 
pubfish Its resta ted resufts for , 

Boflden, Canadian nknlng 
companyspunoflby Treleboig 
of Syfedeo, blamed a second- 
quarter pre-tax loss off US$52. Tm 
on faffing metal prices and costs 
associa te d with a taiUngs dam 
rupture In Spain. Pag* 14 

Cabins, stafe-csnfroBed Swedish 
defence group, announced a joint 
venture with LFK, guided mtes3e 
subskfiary of Dalntier-Beriz Aarp- 
space, to develop aid produce 
air-to-surface mjssfles. Page 2 

Ps ss hp w sa t Baofcof Wsgaporo, 

largest south-east AsanbaNc, 
reported a 50 per cent efrop in 
first half net profts to S$17B.6m 
(US$1 03.4m), after sh»pty 
increasing provisions for bad 
bans. Page 14 • 

i Long-Term Gredft teak, troubled 
Japanese group, had its senior 
! d^rt downgraded to junk bond 
status by US crecfit rating agency 
Moody's. Page 15 

Cowm o nw e n rifa Bank of Aurtrafa • 

posted a 4 per cent rise in 
annual net profits to A$T^5bn 
(US$741 m) and predicted mod- 
est growth. Pege IS ' 

PanmaM, act^isitive Hafian food 
and dairy products group, con- 
flhned frians to expaxl Hs da*y 
activities. Page 15 
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KoW pushes tax . Virgin Group set for 
reform to top of autumn return to 

campaign agenda capital markets 
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Let there be light 
Behind the Russian plan 
to place mirrors m space 
Tedomlogy, Page 8 

Japan denies 
yen is hitting 
world stocks 

Sakakibara spaaks amid analysts’ worries 
that crisis may trigger Chinese devaluation 



Sweden Network computing 

Welfare refonn jftreatens Ellison-McNealy 
labour-sovaTwn^htjes^! vision was right, but. 
Page 2 PagB 11 



Tatt In Tokyo 


The - Japanese . government 
yesterday renewed its verbal 
support for the yen as concern 
rose that a weaker Japanese 
cu rr ency could trig ger a Chinese 
deoalaatkBL 

Haruhlko Knroda, head of 
International Bureau at the 
Ministry of Finance; wanted ft* 
mar ke t s that the recent stamp hi 
the yen was “excessive". And 
Rfaaifr w sakakibara. the vice min- 
ister of finance for international 
affairs, fold the Japanese 
“From here on we will take an 
aggressive stance on foreign 

p wh angp liBBiyw ] don’t ftl»V the 

dollar/yen rate is the cause of 
global stock price declines. ” 

The comments helped to push 
1 the yen nearly Y2 stronger 
against the d^iipr to morning 
trading in Tokyo. 

However, the currency later 
weakened to around Y146 and 
dealers warned that the yen’s 
recovery might not last, espe- 
cially as titoe was widespread 
scepticism about whether the US 
would be prepared to intervene 
to support the c ur rency. 

On Tuesday the currency had 
touched an eight-year low of 
Y247.63 to the Hollar . Ktirfri Mlya- 
zawa, Japan's ftmn» minister, 
said he planned to meet Robert 
Ttnhln. US Treasury secretary 
during the first week of Septem- 
ber. The meeting would discuss 
the US and Japanese economies. 
Mr Miyazawa. added. Yesterday’s 


comments by Japanese officials 
appear to have been designed 
partly to stave off accusations 
that Tokyo is fuelling an Asian 
crisis. There is growing concern 
in Tokyo that the US and other 
western countries are blaming 
Japan for the current Asian 
Instability. 

Analysts of International 
markets are concerned that 
China may be farced to devalue 
the renminbi if the yen falls 
much farther, even though 
senior Chinese' officials have 
repeatedly promised not to. On 
Tuesday, Liu Mlngkang, deputy 
governor of the People’s Bank of 
Cftiim, the central bank, said an 
adjustment to the exchange rate , 
would not help China’s long-term 
competitiveness and could prove i 
counter-productive. I 

Thomas Foley, US ambassador 
to Japan, yesterday said be was 
confident that Keizo Obuchi, 
Japan's new prime minister, 
“was very determined and wholly 
aware of the challenges which 
Japan feces’*. 

The US now “very deeply felt" 
that the Japanese government 
needed to take actions to boost 
the economy “as quickly as possi- 
ble," he Bald in Tokyo. 

“The view in Washington is 
that the Japanese economy is so 
important that how well it feres 
is critical to the recovery of the 
Asian economy and the world. ” 
he said. 



Evacuations continue on Yangtze as Chinese fear dykes still at risk 


A young boy paddies ■ smafi 
boat back from a vMt to Ms 
father's flooded factory hi 
Huawnal County ys ate n U y - 


aer o — the river from Jhjfteng 
dty In Jiangxi provinca. Tens 
of thousands of residents have 
been evacuated since the main 


dyke adong the Yangtze river 
broke last Friday. Authorities 
fear that dykee In the area ere 
stm at risk. Picture: AP 


FI NAN CI ER SAYS RUSSIA'S MARKETS ARE IN ’TERMINAL' CRISIS 

Soros urges pegged rouble 


Cterencbc, Pegs 21 


By Stinaa Davies in Undon 
and Jobo ThornMB 1 r Moscow 

George Soros, the billionaire 
financier, yesterday warned that 
the turmoil in Russia’s financial 
markets “has reached a terminal 
phase" and urged a devaluation 
of the rouble and the introduc- 
tion of a currency pegged to the 
dollar or the euro. 

Mr Soros, who made a fortune 
betting against the European 
exchange rate mechanism, has 
been an attic of fixed-rate cur- 
rencies, and conceded that the 
currency board he proposes for 
Russia "is too rigid, and an 
arrangement that is too rigid is 
in danger of breaking. 

“But in the present circum- 
stances, it Is the mast efficient 


way to stabilise the situation." 

In a letter to the Financial 
Times. Mr Soros said Russia 
would require $50bn of reserves 
to back a currency board, 
whereby it would be committed 
to exchanging roubles for dollars 
or euros at a set Tate. He said this 
rate should be 15 to 25 per cent 
below the current exchange rate, 
to reflect the impact of the col- 
lapse in the oil price. 

In July last year. Mr Soros’s 
funds ranked among the top for- 
eign portfolio investors in Russia 
with total exposure of $2.5bn. 

Russia has SlTbn of reserves, 
and the International Monetary 
Fund and World Bank have 
agreed to provide a further $l7bn 
of assistance. Mr Soros said the 
Group of Seven leading industrial 


nations should provide a further 
$15bn to shore up confidence in 
the new regime, and said any 
delay would be disastrous. 

The Russian government has 
long argued it is too big and com- 
plex to have a currency board, 
and has stuck to a mare flexible 
trading band for the rouble. 
Argentina and Hong Kong have 
currency boards. 

Mikhail Zadornov, finance min- 
ister, yesterday rejected any 
notion of devaluation, which 
would be disastrous for the many 
Russian corporations which have 
borrowed in dollars, and for the 
country’s banks. 

Randan promises, Page 2 
Letters, Page 10 
Lax, Page 12 


Britain withdraws from military satellite project 


By fiean^Bwtar h Umdoo 

■MTehtes Bsckhi Bom 

Britain yesterday provoked 
surprise and dismay in Bonn and 
Baris by puffing out of a £ibn 
($L66bn> tri-natkmal project to 
develop a mSttary satellite. 

The UK signed qp to the joint 
venture with. Franca and Ger- 
many in December 1397, hailing 
It as a flagship example of how 
European Union member 


could work together on big 
defence projects. 

But Lord Gilbert, UK defence 
mindste', said yesterday he had 
pulled out of the vesture because 
It was incapable of delivering a 
satellite in time for Britain's 
deadline of about 2005. 

Britain’s decision to go It alone 
came as a surprise to Germany, 
where defence officials reacted 
with barely disguised anger. 
Bonn insisted the joint venture 


satellite would have been ready 
by 2005. 

“It is certainly quite unusual to 
leave a project when a memoran- 
dum of understanding was signed 
only eight months ago,” the Ger- 
man defence ministry said. He 
added that Britain’s actions were 
“to my knowledge, without prece- 
dent”. 

Paris and Bonn are now expec- 
ted to bold talks to decide 
whether to proceed with a bilat- 


eral vsiture. in the face of a rival 
British satellite system. 

“All plans so far have become 
obsolete,” the German defence 
ministry said. “We will now have 
to sit down with our French part- 
ners and will have to undertake a 
new evaluation and find a new 
solution.” 

Lord Gilbert said Britain would 
concentrate on “a national solu- 
tion" to Its military satellite 
needs following its decision to 


withdraw from the so-called 
Trtmflaatcom project 
Britain’s three Skynet satel- 
lites, which provide communica- 
tions for UK forces around the 
world, will need replacing in the 
middle of the next decade. The 
new satellites are expected to 
cost more than ElOOm apiece. 
Lord Gilbert expects to procure 
the satellites under the first pri- 
vate finance initiative deal Tor a 
large military hardware project 


ABB restructuring 
splits conglomerate 
into eight divisions 


ItevnouraniM* appMS « a maUar of nconi onfe 


Hai to zaire 


ABB, the much admired 
engineering conglomerate, has 
scrapped the matrix management 
structure put In place by Percy 
Barnevik, the man who turned 
tiie company into a world-class 
competitor after tire 2288 merger 
of Sweden's Asea and Switzer- 
land’s Brown Boveri 

1 he move brings with it the 
biggest management shake-up In 
ABB’s short history and is a sign 
that GAran Lindahl, 53, who 
replaced Mr Barnevik as chief 
executive last year, intends to 
put his own stamp on a gro u p 
ofian held up as a textbook exam-- 
jfe cf a walknanaged multina- 
tional. 

Bberiiard von Koerber, 60. head 
of Europe, and Howard Pierce, 51, 
head of Americas, are to stop 
down from the executive board, 
bvtt will remain involved with 
ABB. However, Sane Carlas on, 
S3, head of industrial and bufld- 
tng systems. ABB's biggest busi- 
ness, is leaving the group follow- 
ing ABB's decision to split hfs 
empire into three separate divi- 
sions - automation; oil, gas and 
petrochemicals; and products and 
contracting. 

ABB said it was dissolving its. 
regional management structure, 
under which three members of 
its executive board shared opera- 


tional responsibilities with the 
three executives heading its 
three core businesses - power 
generation, power transmission 
and distribution and industrial 
and building systems. It is also 
r e st r u cturing its operation into 
eight core businesses, all of 
which will be represented on the 
new executive board. 

Mr Barnevik, a regular per- 
former on the international man- 
agement lecture circuit, remains 
chairman of ABB. Mr Lindahl 
stressed yesterday that the deci- 
sion to scrap one, albeit very 
senior, layer of management, was 
a natural evolution of his 1 
predecessor's ideas. i 

The elimination of ABB’s 
regional, matrix management I 
s tructur e will save 100 jobs. Mr 
T.inri»hi described the change as 
“an aggressive move aimed at 
greater speed and efficiency by 
further focusing and flattening 
the organisation". ABB will 

remain decentralised. 

Mr Lindahl said ABB was more 
than a power engineering com- 
pany. By splitting the group into 
eight divisions, it should help 
focus investor attention on its 
hole as a world leader in fest- 
ptrwing businesses such as auto- 
mation. where it has a SMbn 
rads’ took and a staff of H000. 


US$1,400,000,000 

Ispat International N.V. 

has completed 
the acquisition of 

Inland Steel Company 
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US$1,260,000,000 

Ispat I n tern a tional N.V. 

has completed comprehensive financing 
for its acquisition of 

Inland Steel Company 

comprised of 

US$860,000,000 
Ispat Inland, LR 

USJ350.000 J0O0 Hybrid^ Ham Loan 8 Due 2005 
USS350.000.000 Hybrid Tern Loan C Due 2006 
USS160,000,000 Lsttef of Credit FacSty 
Credt Sutee Fast Boston. NewMxk Branch, acted as CMdusne arranger and 
adrranstrathe agent and Donaldson, luflan & Jemette acted as syntfictfon agent. 

US$400,000,000 

bpatsidbeclnc. 

US$150,000,000 'fam Loan A Due 2003 
USS125.00a,0«J Tern tom B One 2004 
US5l25,00(M>00'fcnn loan C Due 2005 
Owfit Sutee first Boston Cmada acted as exdunw arranger and 
adminisn«juea^r^&E(XCaptelMajVftsQro^lrK.acwiK 
synefcatfon agent and National Bank of Canada acted as documentation agent 
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Russia promises to stick to 



By Juba Thonddl In Moscow 

.The Russian government 
yesterday struck a defiant 
note in the face of crumbling' 
fhwnrlal markets, promising 
to stick to its austerity pro* 
gramme, honour all its defat 
obligations, and stave OS' the 
threat of devaluation. 

The finance ministry also 
announced it had agreed 
with the International Mone- 
tary Fund to amend its bor- 
rowing programme and use 
Slbn or its initial &L8bn sup- 
port loan to redeem a slice of 

domestic debt The IMF had 
originally intended that the 
tranche should be used 


solely as a stand-by facility 
to bolster the reserves of the 
central hawk 

Sergei Kirlyeoko, prime 
minis ter, said there would he 
no changes in government 
or central bank policy in 
response to the markets' fan. 
“The worse the situation, 
the more firmly and pre- 
cisely we must carry out our 
programme,’’ he said. 

Milchall Zadornov, flpaiw* 

minister, also delivered a 
stout defence of the govern- 
ment's current economic pol- 
icies, saying a devaluation 
could and should be avoided. 
He said government tax rev- 
enues were on a steadily 


improving trend, which 
would enable the govern- 
ment to meet , its debt obliga- 
tions and restore the confi- 
dence of the markets. 

“We believe there is only 
(me way to persuade Inves- 
tors and that is by our own 
actions,” he said, as he 
announced that one in five 
of the finance ministry’s 
employees would be sacked. 

The ministers' comments 
helped calm Russia's turbu- 
lent markets, which have 
been in seeming free fan for 
the past few days. Many ana- 
lysts believe the recent wild 
price movements have been 
exaggerated by the small 


volume of trading during the 
holiday perxod- 

Nevertheless, Erik Niel- 
sen, Russia economist at 
Goldman Sachs, the interna- 
tional investment bank, said 
the outlook for the country’s 
financial markets was 
“bleak”, given the nervous- 
ness affecting all emerging 
markets. He estimated that 
on current projections the 
government would have a 
funding shortfall of about 
$3tm this year. 

"In normal circumstances, 

the numbers would not look 
that scary. But when inves- 
tor sentiment ts so. bad, it 
looks different . . there are 


not many countries in the 
world that could survive If 
they - cannot roll over their 
debt,” he declared. . . 

.But Mr Nielsen said he 
believed the . World Bank, 
International Monetary 
Fund and Groupo of Seven 
countries would be flexible 
enough to cover any budget 
shortfall thb year. "Refusing 
Russia a small amount of 
additional money would be 

like «mraitinp JOOT health 

Insurance just as you are 

getting sick," he added. 

Yesterday, David Upton, 
under-secretary for interna- 
tional affairs at the US Trea- 
sury, began talks in Moscow 



with sehii 
the US '4 
Llptoa's 
and riot 
•latest 

Mr Iipfaui^w&O'^ played a 
pivotal rote- in. co-orifinating 
the $22.6bn assistance ^pack- 
age for Russia, is alsolp*; 
paring the ground far Presi- 
dent BDl Clinton’s summit 
meeting' in Moscow at the. 
beginning of September. 

Alro, 'striking poal miners,' 
who have been {flocking' the 
trans-Siberian railway near 
Chelyabinsk, agreed to end 
their protest yesterday. 

L^ Page tiT 


Italy 
braced 
for rebuff 
from EU 

By Pari Batts in MSan 

The Italian government is 
bracing Itself for a new 
rebuff cm Monday from the 
European Union on contro- 
versial plans to open a 
L2»OOQbn (JUbn) airport in 
Malpensa, north of Milan 

A consultative committee 
of experts from EU member 
states is expected to back 
objections by Neil Kinnock, 
the EU transport commis- 
sioner, against the Italian 
government's decision to 
transfer all flights now serv- 
ing Milan's Llnate airport 
except the Milan-Rome shut- 
tle to the new hub when it 
opens on October 2S. 

Although not binding, the 
recommendations of the 
committee of experts will 
put further pressure on 
Rome to negotiate a compro- 
mise with the EU to avoid a 
damaging diplomatic con- 
flict. A dispute could 
threaten the new airport's 
future and undermine plans 
to privatise Alitalia, the 
national carrier, next year. 

The EU is set to make its 
final ruling on the Malpensa 
affair cm September 9. Nego- 
tiations have continued to 
try and resolve the dispute 
but Italian compromise pro- 
posals have so Tar failed to 
break the deadlock. 

A group of nine European 
airlines, among than British 
Airways, Lufthansa, KLM 
and Air France, have com- 
plained to the EU that the 
switch of all their services 
from Linate to Malpensa 
would give Alitalia an unfair 
competitive advantage. 

They argue that the gov- 
ernment's decision to reduce 
Linate's operations to the 
single Milan-Rome shuttle 
would enable Alitalia to con- 
tinue to feed its Rome hub 
while also enjoying a domi- 
nant position at Malpensa. 

The European airlines also 
complained that Malpensa's 
poor rail and road links to 
Milan would farther under- 
mine their services. 

Mr Kinnock last month 
backed the airlines' case and 
rejected the Italian govern- 
ment's plans to redistribute 
Milan air traffic rights. 

Italy has since been work- 
ing on a compromise 
whereby Milan-Rome ser- 
vices from Linate would not 
be allowed to feed other 
International flights for a 
transitionary period. Unate 
would also be able to serve a 
number of other domestic 
and European destinations 
during this period until new 
road and rail investment to 
improve connections 
between Malpensa and Milan 
were completed in the next 
two years. MalpensaJs about 
40 miles from the dty centre 
compared wtth only 5 miles 
for Linate. 
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KOSOVO CONFLICT ETHNIC ALBANIANS LARGELY UNABLE TO GIVE RESPONSE BECAUSE OF MILITARY OFFEN SIVE 

Serbia positive towards peace plan 


By 6ny Dinaan n Belgrade 
and David Bocbaa in Loadm 


Serbia has reacted positively 
to a peace plan for Kosovo 
proposed by the six-nation 
Contact Group but the eth- 
nic Albanian leadership h»< 
largely been unable to give a 
coherent response because of 
the government's continued 
military offensive, diplomats 

said yesterday. 

The proposals, described 
as a framework far negotia- 
tions or “menu of ideas”, 
were presented to both sides 
last week by Brian Donnelly, 
the British ambassador to 
Belgrade. 

A western diplomat 
described the contrasting 
tones of the Serb and Alba- 
nian reactions as “a bit 
embarrassing” for a plan 
that seeks to be a middle of 
the road compromise. 

What reaction the Contact 
Group has had from the 
Kosovar Albanians has come 
from Ibrahim Rugova, their 
self-styled president, who 
complained of the plan's fail- 
ure to back independence. 


The seven-page document; 
seen by the Financial Times, 
suggests that Kosovo be 
given broad autonomy as a 
“special part" of Serbia, or a 
“constituent unit” of the 
Federal Republic of Yugo- 
slavia, which currently com- 
prises the republics of Serbia 
and Montenegro. 

“Kosovo would be obli- 
gated not to secede unilater- 
ally, and Belgrade would be 
obligated not to alter Kos- 
ovo’s status unilaterally.” 
the proposal says. 

Serbia fears that substan- 
tial autonomy for Kosovo - 
where sane 90 per cent of 
the province’s two million 
people are gtfnric Albanians 
- would be just one step 
towards independence. The 
Albanians point out that 
Kosovo had autonomy from 
1974 to 1969 when Slobodan 
Milosevic, then president of 
Serbia, revoked its status. 

The peace plan suggests 
Kosovo should have “consti- 
tutionally protected signifi- 
cant legislative, executive 
and judicial powers, includ- 
ing control of local police". It 


would also have its own tax- 
ation, flag antj amhlamfl and 
relations in 
particular areas”. 

The Contact Group - tbe 
US, Russia, Britain, France, 
Germany and Italy - 
expressed “its wflhngness to 
provide political, economic, 
technical and other support 
for the implementation for 
such an agreemmrf. 


But, keeping up its war of 
words, Nato yesterday said it 
' would act "swiftly and credi- 
bly" if asked to help restore 
peace in Kosovo. Nato 
ambassadors met in Brussels 
to approve final military 
planning of possible air 
strikes, and to determine 
what contributions alliance 
members might make to 
such air operations. 


The plan suggests for Kosovo broad 
autonomy as a ‘special part 1 of Serbia 


Diplomats said it was too 
early to speak about a Bos- 
man-style, Nfato-led peace- 
keeping force to police the 
agreement. Western govern- 
ments are reluctant to 

frartfl pa in another 

long-term Balkan commit- 
ment and even 1 p«s enthusi- 
astic about using military 
intervention to halt the con- 
flict, which has cost nearly 
1,000 lives and displaced 
over 230.000 civilians over 
the past five month* 


Majority sentiment among 
west European governments 
is that any Nato intervmi- 
tion in Kosovo should have 
the backing of a United 
Nations Security Council 
resolution, which requires at 
least the acquiescence of 
Russia. Blit a UK diplomat 
said there Is growing “frus- 
tration that Mr Milosevic 
thinW he is protected by a 
Russian veto". 

The Contact Group plan 
urged both sides to look at 


how other European states 
deal with the questions of 
minority rights azzd raises 
the examples of the German 
community in Italy's Alto 
Adige region, tbe Swedish 
minority in Finland, the 
autonomous regions of Spain 
■ and the Rnwdnn republics Of 
Chechnya and Tatarstan. 

The Serbian government 
has reacted positively to the 
Contact Group plan but dip- 
lomats, axe sceptical that Mr 
Milosevic, how president <tf 
Yugoslavia, intends to 
embark on serious talks 
until the rebel Kosovo Liber- 
ation Army (KLA) no longer 
poses a threat. Officials said 
police yesterday captured 
another “terrorist” strong- 
hold, the village of Glodjane 
dose to Albania. 

. A KLA communique, 
which may not represent all 
views of the fractious group, 
effectively rejected tbe Con- 
tact Group proposals, calling 
on all Albanians to unite in 
what it said would be a 
protracted war. 
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Social Democrats 
aim to remain the 
workers’ choice 

The longstanding partnership between 
Sweden’s ruling party and the unions 
looks set to continue, writes Tim Burt 


..." : Power j 


G Oran Persson, the Swed- 
ish prime minister, 
interrupted his election 
campaign last week to cele- 
brate one of the most endur- 
ing partnerships of Scandi- 
navian politics — the alliance 
between Sweden’s ruling 
Social Democrats and the 
LO, the powerful trade union 
confederation. 

Mr Persson was joined at 
Stockholm's Cabaret Restau- 
rant by a host of senior 
parti" colleagues to celebrate 
tbe LO’s centenary. His 
appearance, however, was 
mare political than social. 

In the run-up to tbe Sep- 
tember 20 election, tbe 
Social Democratic leadership 
will cite its double act with 
the LO as one of the corner- 
stones of the welfare system 
- just as it has in every elec- 
tion since tbe second world 
war. In return, the LO will 
use all its resources to per- 
suade its 2.17m members to 
vote for the SDP. 

In most countries, union 
campaigning is a {factor on 
the periphery of elections. 
But In Sweden, a country of 
about 6m voters, voting pat- 
terns among LO mexnbers- 
can make the difference 
between victory and defeat. 

More Swedish voters are 
union members than in any 
other country in the indus- 
trialised world - a factor 
which makes Job security 
and unemployment central 
issues in every election. 

“It is well known that the 
LO delivers election victo- 
ries for the Social Demo- 


crats," according to Chris- 
tian Bratt, head of interna- 
tional affairs at tbe Swedish 
Employers’ Confederation, 
the SAF. “In return, the 
party agrees not to tamper 
with labour legislation." 

The SAF clearly has its 
own agenda in criticising the 
LO. It wants to see labour 
market deregulation in Swe- 
den. with employers having 
greater freedom to hire and 
fire, imposing performance- 
related pay, and negotiating 
individual contracts. 

Even so. Bertil Jonsson, 
president of the LO, admits 
that his organisation Is a 
highly political animal 
which views labour reform 
suspiciously. As a member 
of tbe SDP’s management 
committee, he knows that 
the party endorses the 
unions' wish list or main- 
taining job security and 
union recognition. 

“We are two branches of 
the same tree. The trade 
union movement gave birth 
to the SDP and it remains 
our party," he says. 

Indeed, a number of cur- 
rent cabinet ministers have 
strung union Unka - includ- 
ing Mr Persson, who was a 
local union activist in the 
past. Their willingness to be 
associated with the I/) owes 
much to its consensus tradi- 
tion.' The organisation has 
no tradition of militancy and 
remains wedded to agreed 
settlements with the SAF, 
with whom it negotiates 
wage agreements eadh year. 

Mr Jonsson says there is 
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no need for the sort af brutal 
union reform seen in the UK. 
because the LO already 
works closely with its 
“social partners" - industry 
leaders and employers' 
organisations - to resolve 
differences without resorting 
to industrial action. • 

But given its strong back- 
ing from the SDP, which has 
ruled Sweden for all bat nine 
of the last 66 years, the LO Is 
clearly in the driving seat 
when it comes to talks on 
wages and labour flexibility. 

F or Mr Jonsson. that 
means no dilution in 
current labour protec- 
tion schemes or unemploy- 
ment benefits. The LO has a 
special interest in such bene- 
fits since it runs the coun- 
try’s unemployment offices. 
Moreover, tbe LO leader is 
determined to see no weak- 
ening of collective agree- 
ments or changes to the 
“first in. first out” rules in 
■malting redundancies. 


Flexibility , according to 
Mr Jonsson's definition, 
means a willingness to dis- 
cuss partial privatisation of 
state concerns and work 
with employers to attract 
new investment to Sweden. 

Yet many large companies, 
such as the truckmaker 
Scania, regard Sweden’s 
labour laws as a handicap 
which could persuade them 
to move production over- 
seas. “Decisions regarding 
labour flexibility could make 
the difference to cror compet- 
itiveness and investment 
decisions, ” says Leif Ostliag, 
S cania chief executive. 

Mr Jonsson is unrepen- 
tant. He will not, he says, 
co-operate with a centre- 
right government led by Carl 
Bildt, the Moderate leader, if 
it tries to cut benefits or 
alter wage bargaining laws. 

Nevertheless, Mr Bildt 
says Mr Jonsson is more of a 
pragmatist than he suggests 
in public. "We can work 
together, he talks a tough 


story but is ready to com- 
promise on some areas," 
says Mr Bildt, who negoti- 
ated with the LO daring his 
premiership from 1991-94. 

The LO leader, mindful of 
his SDP allegiances, will 
have none of ft. After work- 
ing with tbe Social Demo- 
crats to defend workers’ 
rights for decades, be says 
the organisation is not about 
to change course. ■ 

That means the LO will 
campaign for the SDP on a 
platform of halving unem- 
ployment in the next parlia- 
mentary period, and restor- 
ing full employment beyond 
that. That is a message that 
Mr Persson folly subscribes 
to, rallying voters around 
the country to the “cause of 
social justice”. In that effort, 
the prime wifnigter can rely 
on the LO's unstinting sup- 
port 1 am telling our mem- 
bers not to vote for the 
right,” says Mr Jonsson. 
“There win be no change in 
affairs of the heart” 


Ukraine locks up debt-ridden officials 


By Cbarfes Glower ta Kiev, Vbds 
Tkach In London, and agencies 

In a bizarre attempt to solve 
a crisis of payments arrears 
crippling the country’s econ- 
omy. the Ukrainian govern- 
ment yesterday transported 
more than 1.0 00 factory offi- 
cials and enterprise manag- 
ers to a barbed-wire enclosed 
prison camp in rural 
Ukraine, where they will 
stay until they have paid bil- 
lions of dollars worth of bad 
debts. 

"Only when they have 
decided how to pay their 


debts win they be allowed 
out,” said Valery Pustovo- 
ftenko, prime minister. 

The internees lounged yes- 
terday In track suits, smok- 
ing cigarettes and reading 
newspapers. Meanwhile, the 
government basked in its 
public relations coup, an 
attempt to shift blame for 
chronic wage and pension 
arrears away from tbe gov- 
ernment to the enterprises 
which owe the government 
billions in back taxes. 

Just as the Soviet econ- 
omy was plagued by short- 
ages. post-Soviet economies 


\ 


are characterised by the 
problem of payments 
arrears, and Ukraine is 
among the worst hit 

While Kazakhstan's econ- 
omy has overdue debts total- 
ing 40 per cent of its GDP 
and Russia has arrears of 
roughly 35 per cent, in 
Ukraine the figure is well 
above the country's GDP. 
The country has largely 
become a non-cash economy; 
last year barter transactions 
accounted for two thirds of 
economic activity. 

But many experts question 
the usefulness of trying to 


force enterprises to pay. . 

“It is difficult to separate 
the enterprises which cannot 
pay from the enterprises 
which will not pay,” said 
Volkbart Vlncentz, an econo- 
mist from the German Advi- 
sory Group in Kiev. 

The European Union’s 
Tads programme completed 
a study last year of the 
arrears crisis, which con- 
cluded that- tbe levels of 
inter-enterprise arrears in 
the Ukrainian economy are 
similar to levels of banking 
and trade credit m OECD 
economies. The study added 


•that- 85 per cent of the 
arrears were the result of 
uncollected, receivables, 
indicating that it was 
beyond the power of most 
businesses to settle debts. 

Sources of legitimate 
credit in Ukraine are few. 
While bank assets of an 
average OECD economy, are 
'. roughly TOO per era* of GDP, 
in Ukraine, after hyperinfla- 
tion . and macro-economic 
stabilisation, banking. sector 
assets are less than 10 per 
cent of GDP. Experts argue 
that arrears are taking the 
place of commercial credits. 

: r- 


GERMAN EJECTION GDU^^I'PRDGRAMME 




sees 
economy as 



By RaipbABdRstaBeae 


Gmheellor Hfahtort -^jKohl 
yesterday ' claimed 7 * Ger- 
many's economic Tipswing 
cmlld still turn the Septem- 
ber^ election hi his favour. 
He ' said the structural 
reform procra6 initiated by 
his centre-right governing 
coahtfon would continue if it 
was reelected. 

' Mr Kohl unveiled an eco- 
nomic and foreign policy 
programme which would 
build on erie tin g policy - 
but with a significantly 

tnn gfipr gapCB agatniti immi. 

gration and excessive cen- 
tralisation in Europe. 

Mr Kohl said the "key 
project” in a re-elected gov- 
ernment would be . the 
revival of its tax reform 
package, involving net cuts 
worth DM30bn (fl&Abn) a 
year. The package collapsed 
last year after resistance in 
the Bundesrat, the second 
chamber of parliament con- 
trolled by the opposition 
Social Democrats. “At the 
election, the voters taiow. 

they are also voting on 
our tax reform proposals,” 
the manifesto says. 

The baric rate of income 
tax ‘would drop from 253 per 
cent to 15 per cent The top 
rate would fell from S3 pear 
cent to 39 per cent Income 
taxes paid on commercial 
activities would, fall from 47 
pra cert to 35 pra cent - 

At the same time, the joint 
programme from Mr Krill's 
Christian Democratic Union 
and Its Bavarian sisterparty. 
the Christian Social Union, 
calls for a revitalisation of 
Germany’s 16-state federal 
system. Under the proposals, 
the states would have 
greater tax autonomy and 


the pn untr y’Rcmnplex finan- 
cial. equalisation . system, 
nH^ided' to level out -Bring 
standards -between states, 
would be overhauled. 

..On Europe, the P r °- 
■gramme also calls for 
greater “subsidiarity” - 
allowing decisions to be 
taken at the fewest appropri- 
ate level. Reflecting Mr 
•Kohl’s switch in recent 
m opthi? towards defending 
national interests, the pro- 
gramme states; “Our virion 
is a. Europe of nations and 
regions. The CDU and CSU 
say No ton centralised Euro- 
pean federal state;” 

-.On the European Union's 
eastwards expansion, the 
programme says that “given 
the big differences in eco- 
nomic development, suffi- 
ciently long - transitlonary 
periods are in the interests 
of tee entry candidates as 
much as the European 
Union". 

It. also calls for the rapid 
end of funding from EU 
cohesion funds for member 
countries joining the euro- 
zone. 

The programme says Ger- 
many is a “foreigner-friendly 
land” but warns the will and 
ability of GernEiiffi to accept 
newcomers could not be 
overstretched. "Therefore 
the Inflow has to stay as lim- 
ited as possible,” it said. If 
re-elected, the CDU/CSU 
would seek to make it easier 
for foreigners to obtain Ger- 
man 

At yesterday's launch, 
Theo Waigel, CSU leader and 
federal finance minister, 
went further. “Germany is 
not an immigration coun- 
try," Tie said. ‘ 
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NEWS DIGEST 


DEFENCE RESTRUCTURING 


Sweden and Germany in 
joint missile venture 

Celsius, the state-controlled Swedish defence group, 
yesterday announced a joint venture with LFK, the guided 
missile subsidiary of Daimler-Benz Aerospace (Dasa), to 
develop and produce new ak-to-surfaca missfies. 

The dfaaj - the latest In the resbuctuing of Europe's 
defence industry - follows Celsius's announcement earlier 
this week that It had set up a technology-sharing company 
with the DCN, the French state naval shipyard, for the next 
generation of conventional submarines. 

Under the missile agreement, LFK wfll hold 67 per cent 
of the new company, with the remainder held by Before 
Missiles, a Celsius subsidiary. The company ts expected to 
supply the German afr force with new mrasOes for Its Tor- 
nado aircraft, with possfole future use on the Eurofighter 
and Sweden's Gripen fighter. Tim Bvat, Stockholm 

DANISH TRADE 

May strike hits surplus 

The 11 -day strike which paralysed Danish Industry in May 
contributed to a fafi in the country’s merchandise trade 
surplus in the first five months from DKr10.4bn ($1.5bn) in 
1997 to DKrl.5bn this time. 

The poor trade figures pushed the current account into a 
deficit of DKr5bn for the period against a surplus in the 
same period last year of DKr&2bn, leaving a deficit of 
DKr4.2bn for the 12 months to May, according to official 
statistics published here yesterday. 

Exports were up by DKr1.4bn to DKr12R5bn. Imports 
Increased DKr9.3bn to DKr126.0bn. 

The current account moved into surplus in 1989 after 26 
consecutive years in deficit The' surplus peaked at 
DKr30bn in 1993 and dwindled to DKi6.9bn in 1997. 

After the May strikes, the government implemented a 
series of tax measures In order to curb domestic demand 
.and prevent a further deterioration in the current account 
Hilary Barnes, Copenhagen 

CAUCASUS CONFLICT 
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Armenia PM may go to Baku 

President Robot Kocharyan of Armenia said yesterday he 
was Hkeiy to send bis prime minister to Azerbaijan next J . 

month, opening the way for a diplomatic breakthrough ' i* 
wffirthe country's enemy. : 

Mr Kocharyan said he had deckled not to accept a per- \ 

sonal fovltaffon by Haydar AByev, the Azeri president, to ! i 
attend a regional conference in Baku on September 7-8 I j 
but that he woudd probably send hb prime minister, Armen ! | 
Daibinyan. f r 

Armenia and Azerbaijan have been Involved In a territo- 
rial row over Nagorno-Karabakh, a mainly Armenian-popu- 
lated region in Azerbaijan, since before the Soviet Union 
broke up in 1991. Armenia has backed foe Karabakh sep- 
aratists in a mfirtary confrontation with Azerbaijan. 

Wektem countries are wanted that the fingering conffict 
could hinder development of Azerbaijan’s Caspian Sea oil 
and gas reserves, into which foreign companies have 
already pledged to invest neeriy S40bn. Reuters, Yerevan 

CO RRECT ION __ ^ 

Helmut Kohl 

The (taption to a picture of Helmut Kohl rn the FT of 
August 4 was Incorrect. The picture was taken during the 
chancdlor’s visit to Halle in 1 991 . . . 
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THE AMERICAS 


S TOCK MARKET TUBM01L INVESTM ENT F IRMS SEE AMERICAN' CUSTOMERS STA Y COOL BUT HO LD BAC K ROM BUYING ON DIPS 

Small investors hold on in market falls 


By John Anthers fo New York 


US small investors have heM 
on to their investments dur- 
ins the sharp market 
declines of the last three 
weeks, but they appear less 
en th u s iastic to “boy on the 
dips” than they. did. last 
October, during the market's 
last significant' decline, 
according to reports from 
the largest retail investment 
firms. 


The- news will help senfr 
mfeat on the market, which 

iecovoed slightly yesterday 
morning. professkni- 

SlS rnigtrt- be aw jjyp^ Jjy 

suggestions small investors 
could begin to ez& .the mar- 
ket In the lace of persistent 
share price - 

According to Charles 
■Schwab, the hugest retail 
broker, there was a slight 
outflow from its mutual 
funds last wed, with about 


S4D0m being withdrawn flxah 
its equity funds. Schwab 
holds mutual 'fund invest' 

m erits tf mor e then 
nn behalf clients, nrw T fhte 
sum would not be large 
enough to force fond manag- 
ess to sell stocks. . : ' 

It is a different reaction 
from last October, when a 
net S800m flowed into lh* 
fuzids on the <ky after a Dow 
Jinxes - Industrial Average 
drop of SO points f arced the 


New York Stock Exchange 
to close early. . 

Early last week, Schwab’s 
volume of telephone calls 
was up about 40 per cent 
from manual levels. Tracey 
frnrd oti , of Schwab, paid that 
investors seemed to be 
deterred by the series of 
fcnw, which differed from the 
pattern last October when' 
the market rebounded 

quickly. “The thing prevent- 
ing any big surge of invest- 


ing is that we are seeing a 
series -of down days. It’s a 
perceptibly different pa t t ern 
from list October. We’re 
talking about something 
noticeable but not drastic." 

Vanguard, which leads the 
US In monthly mutual hind 
sales, saw modest Cows into 
equity funds last week, 
although these were much 
slower than during July, and 
there was some “buying on 
the dip" by investors yester- 


day. But like Schwab. Van- 
guard said investors’ percep- 
tion might change if the 
market went into a pro- 
longed slide. John Worth, 
who speaks for the company, 
said: “Whether that inves- 
tors stay invested in a Chi- 
nese water torture environ- 
ment ts the question. If the 
market keeps going down 
over a period of months that 
may give investors reason to 
rethink their strategics." 


Same lawyers, different act 


as 



circus goes on 


Familiar feces from the Watergate scandal are moving into a 
fresh limelight around President Clinton, writes Nancy Dunne 


T here was a man who 
worked in a circus. His 
job was to follow the ele- 
phants around with a pail 
and shoveL Onle day he met 
a friend who said: "How can 
you do this for a living? Why 
don't you get another Job?” 

“What? And leave show 
business?” the man replied. 

In Washington, it is the’ 
lawyers who perennially 
carry the pails and shovels, 
and the politicians who 
wtakft the T»«»gg 
The troubles surrounding 
President BID Clinton illus- 
trate this curiously Washing- 
ton phenomenon- A genera- 
tion has passed since the 
Watergate affair rocked the 
nation and led to the resig 
nation of President Richard 
Nixon. But many characters 
who litigated and advised, 
consulted and lawyered then 
are doing then rounds again. 

Comparisons between 
Watergate and Mr Clinton’s 
troubles have seemed inap- 
propriate. The Watergate 
scandal grew out of the 
break-in ami bugging of the 
Democratic National Com- 
mittee offices in the Waters 
gate apartment complex. 

When Nixon became the 
first man to resign from the 
US presidency 24 years ago, 
he left behind seven senior 
aides, who would be sent to 
prison for helping to cover 
iq) White House Involvement 
in activities which under- 
mined an election. . . _ r _. „ 

The Chnlon sca n dal now. aratroviersy when he tried to 
focuses on sex •- -and- the delay an outside, investiga- 
Presi dent's denial of an tion gf the office of Vince 


affair with Monica Lewin- 
sky. a farmer White House 
intern: During congressional 
Watergate, impeachment 
hearings, a young political 
idealist was brou g ht cm the 
staff as a Junior lawyer. Hil- 
lary Rodham, later to 
become Mrs Clinton, was 
given the task of writing the 
procedures under which Mr 
Nixon would be impeached. 
fflw amt tier husband now 


Watergate . . . 
demonstrated that 
the mightiest can 
be brought down 


have a cont i ngent of lawyers 
in their employ as they 
straggle to free themselves 
of scandal! Bat Watergate 
was precedent-setting. Tl put 
fjmtta an which presidential 
political activities would.be 
tolerated and it demon- 
strated that the mightiest 
can be brought down. 

BAs Rodham's direct boss 
during the Watergxte inves- 
tigation, Bernard Nussbaum. 
became White House counsel 
in .the first riimtnn adminis- 
tration. He had won a name 
far Wnwlf as a tough Wall 
Street litigator, but the skills 
honed in corporate law did 
not play well in Washington. 
vs*i v ; dta-beoame^the :fecns'»f 


Poster, the assistant White 
House counsel who commit- 
ted snkide in 1893. Mr Foster 
had kept the (Statons’ per- 
sonal files on Whitewater, 
-the red estate deal which 
HaH turned bad, when ««» 
key records disappeared, to 
reappear in the family quar- 
ters of the White House. 

It was Mr Nussbaum Who 
fought against turning the 
Whitewata- case over to a 
special prosecutor. From bis 
experiences in Watergate, he 
knew about the institutional 
incentive for the prosecutor 
to crimes and misde- 
meanors to - justify the 
expense of his Investiga- 
tions. 

Richard Ben-Veniste 
became a Watergate star 
when he helped to secure 
important records during the 
firestorm which erupted 
when Mr Nixon fired the spe- 
cter prosecutor investigating 
Trim He was abrfUiant and 
brash 30-year-old assistant 
special prosecutor who pur- 
sued the tapes which ulti- 
mately proved the presi- 
dent’s involvement in 
Watergate. He came back on 
the scene in i995-86 as a 
grey-haired minority co unsel 
for the Senate Whitewater 
committee. This time around 
he was cm tha deforce.'- a 
smooth cool interrogator 
who portrayed the White- 
water scandals as non- 
events. He has bren a ubiq- 
uitous “talking head” on 
television news shows, 
defending the White House, 
ever since. * 



ALL THE OLD FACES: (qtodcmse tram lop tettj Sam Dash, forawr Senate Watergate counsel; Bernard 
Nussbaum, former White House counsel; Monica Lewinsky and her lawyer Jacob Stein; former 
president Richard Nhon.and BS Clinton Montage by M chela Wajas 


Jacob Stein, one of Ms 
Lewinsky's lawyer, was the 
only defence attorney in 
Watergate to get an acquittal 
- for Kenneth Parkinson, an 
attorney for Nixon’s re-elec- 
tion committee. This thng he 
used his sterling reputation 
as to convince the special 
prosecutor, Kenneth Starr, 
that he would conduct at 
all-out defence of Ms Lewin- 
sky if she did not receive full 

TTTH^Hlllty. ■■ •* 

Sam Dash, then a counsel 
far the Senate Watergate 
committee, was also deified 


for his role in the investiga- 
tion. Now a professor at 
Georgetown, be has been 
designated as Mr Starr's eth- 
ics adviser. As a more neu- 
tral figure be was chosen to 
do t he initial discuss ions in 
the negotiations which gave 
Ms Lewinsky immunity. 

Pat Bu chanan, a perennial 
Rep ublican presidential can- 
didate, was not a lawyer. He 
was Mr Nixon's speechwriter 
and close family friexflL wbtP 
defended the president to the 
end. But when tapes were 
released that demonstrated 


Mr Nixon's duplicity, he 
helped to convince the fam- 
ily that resignation was 
•inevitable. 

“The problem is not 
Watergate or the cover-up/’ 
he told family members, 
according to Hie Final Days 
by Bob Woodward and Carl 
Bernstein. “It's that . be 
hasn't been telling the truth 
to the American 
people. . . the president can't 
lead a country he has delib- 
erately misled." 

Additional reporting by 
Nancy McCord 





more 


ign capital 


By Richard Lapper, 
Latm America Editor 


The Jamaican government is 
hoping to attract more for- 
eign capital to its troubled 
financial sector as it presses 
ahead with, plans , to sell 
banks and other financial 
Institutions acquired during 
the country’s financial crisis. 

The Financial Sector 
Adjustment Company (Fin- 
sac), the government com- 


pany set. UP to restructure 
finance houses with public 
funds,, hopes to make its 
most significant disposal to 
date in the next-few' weeks, 
with the sale id one of the 
cpnntoyk biggest unit irasts. 

“We are actively promo- 
ting foreign ownership/ 1 said 
Omar Davies, minis- 

ter. who is keen to attract 
foreign buyers- for banks 
indudtag National Commer- 
dal Batik Jamaica's biggest 


commercial bank, , over 
which the 'goveoHaestt lock 
tail control in March. - 
‘ In London recently, Mr 
Davies said foreign basks in 
Jamaica had performed bet- 
ter than their domestically ' 
owned counterparts, which 
had lost money following 
poorly executed diversifica- 
tion. “They Itbe foreign 
banks] have faced the same 
problems as our domestic 
insti t uti o ns but have better 


operating disciplines.” 

. Many banks were, bit by 
sharp rises in interest rates. 
As part of Mr Davies’ tough 
counter-inflationary strat- 
egy. interest rates were 
'increased to more. than 40 
per cent in 1998! But rates 
have subsequently fallen 
(the 6 month repo rate fell to 
24 per cent in July). 

The government has 
injected some J$73bn 
(US$2bn) into Tinsac to 


allow it to acquire the trou- 
bled banks. Analysts suggest 
It could expect to recover 
30-40 per cent of this through 
asset sales. 

Mr Davies said reforms to 
Jamaica's banking regula- 
tions were now coming into 
effect. Local hanking rules 
have been amended to incor- 
porate international capital 
adequacy standards, the 
number of regulators at the 
Bank of Jamaica tripled to 


100. and the frequency of 
bank inspections increased. 

Rules enforcing stricter 
obligations on boards and 
outside auditors have been 
strengthened, and a new 
deposit protection scheme 
comes into effect this month. 
Finsac hopes to sell Eagle 
Trust Jamaica’s second big- 
gest unit trust company, and 
Crown Eagle, an insurance 
company, in the next few 
weeks. 


NEWS DIGEST 

DORMANT SWISS BANK ACCOUNTS 

Holocaust deal nearer as 
lawyers meet judge 

Lawyers for Holocaust victims yostortiay mat 
representatives of the Swiss banks Credit Suisse and UBS 
in private session with the Brooklyn judge who b adjudi- 
cating the class action lawsuit over accounts which were 
aOowed to go dormant after the war. 

The development appeared to improve the chances at 
an out-ol-court settlement. It was the first time that 
Edward Korman. the judge, had held any formal meetings 
on the case since July last year. At that pomt he heard 
arguments from the Swiss, banks that the case be dis- 
missed. and hearings have been postponed since then. 

Attempts al negotiating a settlement collapsed acrimoni- 
ously in June, after the banks made an offer of $800m 
over and above the amount found to be left in dormant 
accounts by the lorensic audit being conducted under the 
auspices of Paul Volcker, former chairman of the US Fed- 
eral Reserve. Lawyers for the victims described the offer 
as msultmg John Authors, New York 

MICROSOFT 


Appeal over evidence in public 

Microsoft yesterday appealed against a judge’s rulmg that 
allows the public and media to watch government lawyers 
question Bill Gates, lounder and chairman of the world's 
largest software company. The unusual legal wrangle 
between Muaosoft and the media has alioady delayed Mr 
Gates' testimony - which was due lo begin in Seattle yes- 
terday - m the government's landmark antitrust case. 

The legal debate threatens to delay the Microsoft tnal 
itself for several weeks beyond its scheduled start next 
month. Based on an obscure law dating back to 1913, the 
court's ruling applies not just to Mr Gates but also to 
about 16 other Microsoft executives. Microsoft argues that 
Mr Gates' evidence will include highly sensitive commer- 
cial details which would normally remain secret m business 
litigation. However, the US Justice Department - which 
launched the lawsuit with 20 states in May - says that 
most of its questions will not involve commercially sensi- 
tive information. Richard Woftfe, Washington 
Observer, Page 11 


BORDER DISPUTE 

‘300 Ecuador troops in Peru 9 

Some 300 Ecuadorean troops are at nine different points 
inside Peruvian territory along the disputed border 
between the two countries, according to statements made 
by Peru’s foreign relations minister in a secret session of 
congress. The “infiltration,’' as Peruvian government offi- 
cials are calling it, is alleged to have affected IBsqkm of 
territory almost 3km inside the border as defined by the 
1942 Rio protocol, a border agreement between the two 
countries. 

Eduardo Ferrero Costa did not reveal when the infiltra- 
tion occurred or refer to any specific plan to dislodge the 
troops.He reportedly revealed a Peruvian counter-proposal 
for a "temporary limitation of sovereignty" in response to a 
suggestion by Momep, the multinational peace-keeping 
force, that the present demilitarised zone be extended. 
Ecuador continues to deny the presence, now or earlier, of 
its troops inside Peruvian territory. Sally Bowen, Lima 


US PROPERTY VALUES 

House prices outpace inflation 

The value of Americans’ homes is rising considerably more 
quickly than inflation in most of the nation's metropolitan 
areas, according to figures released by toe National Asso- 
ciation of Realtors yesterday. Nationally, the median home 
price rose to Si 31 .100 in the April-June quarter, up 6 per 
cert from a year earlier, compared with an inflation rate In 
consumer prices of just 1.7 per cent in tha same period. 

Of toe 132 metropolitan areas surveyed by the real 
estate group, only nine reported price declines. The worst 
came in Trenton, New Jersey, where the median dropped 
5.4 per cert to $135,400; Albany, New York, down 3.9 per 
cent to Si 03,200; and Canton. Ohio, down 2.1 per cent to 
$92,400. 

But 23 cities saw gains of 10 per cent or better. They 
were led by Charleston. South Carolina, up 19.7 per cent 
to $121,100; San Francisco, up 16.6 per cent to $329,400 
and Bradenton, Florida, also up 16.6 per cent, to 
$104,900. AP, Washington 


Argentina labours over how to 
throw out ‘trash contracts’ 

Reform to give greater job security is opposed by employers 
who want rriore. frexibility, writes Andrea Mandet-Campbelt 


M aximus Bellotno had 
been working in the 
a rim mis Lra tive depart- 
ment of a personnel com- 
pany for nine months when - 
bis employer asked him if he 
would give up his fuU time 
staff position in exchange tor. 
being hired as an “appren- 
tice’’. 

Mr BeHomo would still be 
paid $530 a month but under 
the terms, of. his temporary 
contract, one of a variety 
Introduced in 1995 to tackle 
Argentina's then 20 par cent 

unemployment rate., his 

employer’s load would be 
lightened . considerably. TBs 

boss would not to pay 

healthcare benefits or pay- 
roll taxes which added 
another 40 per cent to Mr 
Bellomo’s base salary, nor 
would he have to dole out a 
severance package if Mr Bel- 
lomo was made redundant 
The 24-year-old accounting 
student refused the offer and. 
was sacked .in December. 
Unable to find work; since, , 
he has entered the . black . 
market and sells dish towels 
on the street “The people 

who suffer under this system 
are the ones who make the 
least amount of money," Mr 
Bellamo said, vowing never 
to work legally again. 
“What’s the point? It doesn't 
get you anywhere-” ■ -- 

Argentina’s Lower Hous e 
began discussions yesterday 
on a ‘(Ktatroyerslal labour 
reform bill proposed by toe 
a dminis tration of Carlos. 


Menem, that would do away 
witii most what have been 
dubbed “trash contracts" by 
union leaders. 

: The proposed reform, 
which has been debated by 
tiie ruling Peromst party tor 
moire than two years, was 
bring called a “triumph” by 
Argentina's only ration, the 
-Central Genoa! de Trabaja- 
dores (CGT), because it wfD 
put an end to. some precari- 
ous job conditions. ■- 

. But for private- industry 
and labour analysts who 
strongly oppose tie bill, 
already approved .by. ;tbe 
Argentine Senate, it is not 
the texnporaiy.oonfraKris that, 
are contributing to the black 
market, but Argentina’s 
inflexible laboannarksL 
Ernesto Hxltz, a labour 
anaiyst witb -Sociedad. de 
Estudios Laborales says,, 
temporary contracts ' pro- 
vided a record 600,000 jobs 
last, year for. unskilled work- 
ers who rtberwise would not 
' have beki employed/ Labour - 
costs vrifl &CTease/10 per 
cent , if .the temporary con- 
tracts were -abdHshed and 
unless ' counter-balancing 
measures, are. taken/ the 
move will cost Argentina 
200,000 nine Jobe tins year, 
said Mr Krftz. ' 

It is not a price Argentina 
can. afford grvan its 1&3 per 
cent tmempioymfint rate. . 
v Labour mat tag reform are 
among several structural . 
-refrains stffl an the agenda 
since Argentina’s dramatic- 


market opening in the early 
1990s saw the wholesale pri- 
vatisation of state-owned 
en terpris es and hyper-infla- 
tion curbed by .fixing the 
peso to the US dollar. 

Argentina's new challenge 


is to become more competi- 
tive in world -markets and 
integrate, its flourishing 


i; r r-r ' 
w 



black market into the formal 
economy, “if we axe going to 
make the. economy more 
competitive we need to 
increase the real exchange 
rate by embarking on a very 
significant exercise in lower- 
ing internal costs, 1 * said Mar- 
tin Redrado, founder of .Bue- 
nos Aires-based think-tank. 
Futidarion Capital 
However, while many saw 
the labour bfll as a first-step 
• towards a gradual loosening 
‘ up of the system, as far as 
union loaders are concerned, 

it was the last And what the 
union says courts, at .feast 
ter the time being, with pres- 

- identia] elections less than 
; 18 months away. . 

_But whether the. ration 
liked it or not, Argentina's 
labour market remained 
more flexible in practice 
than in theory. “The flexibil- 
ity exists in practice because 
where the market is the 
most rigid, employers just 
ignore the collective agree- 
ment and tell their workers 
. take it or leave if, " said Mr 
Kritz. “If the law doesn’t 
'change, the labour market 
will change tn the worst way 

- possible, but it-wfl] change -” 

"• ’ . . * 


PRESENTING ING GROUP’S 
NEW MASTERS OF MARKETING 
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If you work for ING Group, you need a rather special 
ability to see opportunities and to grasp them. And, just as 
importantly, you also need the mentality to persevere. That’s 
particularly true of the graduates of the ING mtemaJ framing 
programme. 

The people shown here all work for ING Group and have 
recently beep awarded the degree of “Master of Marketing" 
from.TIAS- This management course has been developed by 
the Ttibuig Institute for Advanced Studies in Management 
(TIAS) together with ING s own Business School and focuses 
tin the provision of integrated financial services. 

• HAS has been running post-doctoral management 
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training courses in several areas since 1986 and since then 
a great mam' of ING Groups senior managers have been 
awarded the title of Master of Marketing. This select group is 
likely to increase significantly in ihc coming years. 

It shows that ING Group is a corporation which takes 
investment in its human resources most seriously. That is why as 
well as congratulating the seventeen new Masters of Marketing, 
we also congratulate ING Group for encouraging people to 
excel and having the right, enterprising attitude. 
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Poll looms as 
NZ coalition 
suffers split 


By Terry Ka8 to WtiBngtna and 
Rfcbard Adams ta London 

New Zealand’s coalition 
government collapsed yester- 
day, raising the possibility of 
a general election wi thin the 
next few weeks. 

Jenny Shipley, the prime 
minister and National party 
leader, now heads a minority 
government after four minis- 
ters from the New Zealand 
First party, the junior coali- 
tion partner, walked out of a 
cabinet meeting. 

Winston Peters, the NZ 
First leader, led the appar- 
ently orchestrated move. 
Mrs Shipley appealed to each 
minister unsuccessfully to 
stay. A hi ghly emotional Mrs 
Shipley then announced that 
the coalition government, 
which was formed 19 mo nths 
ago, was over. She said she 
would head a minority gov- 
ernment while disputes pro- 
cedures were carried out 
over the next seven days, as 
required by both parti es. 

The coalition split comes 
only days after a pact 
between the two leading 
opposition parties. Labour 
and the left-leaning Alliance 
party. Opinion polls pub- 
lished this week showed a 
majority of voters’ support 
for the two parties. 

The latest survey gave 
Labour 46 per cent support, 
with Alliance on nearly 10 
per cent. National has 
slipped back to the 32 pa 
cent it had before last 
December, when Mrs Shipley 
led a party coup to become 
the conn fry’s first woman 


prime minister. NZ First 
polled just 2 2 per cent - 
below the 3.7 per cent mar- 
gin of error. 

The government has been 
hurt by a weak economy, 
caused by fall-out from the 
turmoil in New Zealand's 
main Asian export markets 
and the fall in world com- 
modity prices. The Treasury 
yesterday said the economy 
faced “significant risks", and 
forecast a possible recession 
with falling output in the 
second quarter. 

The coalition dispute was 
over whether the govern- 
ment should sell its majority 
stake in Wellington airport. 
It festered for days, leading 
to an acrimonious argument 
between National, which 
wants to adopt a more right- 
wing agenda, and Mr Peters, 
whose party Is broadly 
opposed to asset sales. 

After the four members of 
NZ First withdrew from the 
cabinet meeting, the remain- 
ing National ministers voted 
to sell the government's 
shares in the airport. The 
preferred bidder for the 66 
per cent stake, valued at 
about NZJlOOm (US$51m), is 
Infratfl NZ. 

If the dispute is not 
resolved, Mrs Shipley may 
be unable to govern without 
support from some NZ First 
MPs. National has 44 mem- 
bers of the 120seat parlia- 
ment, and NZ First 16. The 
combined Labour-Alllance 
apposition has 50 seats, with 
the remaining 10 held by 
independents and minority 
parties. 


Police 
jailed by 
Indonesia 
court 

By Sander Thoenes m Jakarta 


Two police officers were 
sentenced yesterday for their 
role in a shooting that trig- 
gered the downfall of former 
president Suharto, but 
another investigation has 
come dose to imp licating Mr 
Suharto in a separate series 
of human rights abuses. 

A military court sentenced 
two police lieutenants to 
four and 10 months in prison 
for disobeying orders and 
flouting procedures on May 
12 but they were not con- 
victed of actually killing 
four students at the Trisakti 
University. The shooting 
triggered riots that left more 
than 1,000 dead and forced 
Mr Suharto to resign 

The two officers, who 
appealed against the verdicts 
yesterday, were the most, 
senior of 18 policemen on 
trial over the shooting. 

The government and the 
army have responded to pub- 
lic pressure for a trial of 
mare senior army and politi- 



Securfty has bam stepped up bi Jakarta as Indonesia prepares to 
celebrate Independence Day next Monday ■ AP 


cal officers by setting op a 
committee to investigate the 
shootings, riots, killings and 
rapes of May 12-14. 

Ten officers have also been 
put on trial, and LL Gen Pra- 
bowo Subianto. son-in-law of 
Mr Suharto, and other seni or 
officers have been called 
before a military council to 
explain their role in the kid- 
napping of political activists. 

Newspapers yesterday 


quoted Gen Wiranto, the 
chief commander, as saying 
further senior military could 
be questioned because the 
council had found, that Mr 
Prabowo bad received a gen- 
eral order to investigate 
political activists. Only Mr 
Wiranto, Mr Suharto' and 
Feisal Tanjung, a senior 
minister and Mr Wiranto’s 
predecessor, could have 
issued such an carder. 


Canberra to unveil 
tax reform package 


Botafauafe Canberra 


Australia’s conservative 
coalition government will 
today unveil a tax reform 
package intended to revive 
its sagging popularity before 
an eariy election expected in 
October. 

John Howard, the Austra- 
lian prime minister, 
launched a media blitz ear- 
lier this week to gain sup- 
port for tiie tax package, 
which be promised would 
make “everycae a winner”. 

While no details have been 
announced, the gover n ment 
has indicated the reforms 
would focus on introduction 
of a 10 per cent sates tax on 
goods and services, to 
replace the existing range of 
wholesale taxes which 
extend up to about 40 per 
cent on a variety of tons. 

For Mr Howard's Liberal- 
National coalition, under 
growing pressure from the 
One Nation party in rural 
and blue-collar areas, the 
package would enable it to 
bestow benefits on low-in- 
come families, miners and 
formers - the core of One 
Nation’s support base. 


The new sates tax would 
enable personal income tax 
cuts and handouts for h* 1 
income groups, officials said. 

Australian exports would 
also benefit, with special 
exemption from the new 
sales tax, Tim Fischer, the 
deputy prime minister, said 
in the first official comment 
on the government’s tax 
reform plan. 

In the past sit months, Mr 
Fischer’s National party has 
seen its rural voter base rap- 
idly eroded by One Nation’s 
expansion, particularly in 
the Queensland state elec- 
tions earlier this year, when 
One Nation picked up nearly 
a quarter of the votes. 

In recent Australian his- 
tory, however, the question 
of a sales tax has become a 
polit ical albatross, causing 
Mr Howard's Liberal party 
to lose an election in 1993. 
"There is no way a GST 
[goods and services tax] will 
ever be part of our policy 
again.” Mr Howard said in 
May 1995, after his party’s 
defeat on the issue. 

“Never, ever... it’s dead. It 
was killed off by those 
voters at the election." 


Now. having enjoyed a 
landslide swing in favour of 
the conservative coalltfcwi in 
the election and h aving 
restpnti the national budget 
to the Mark, Mr Howard has 
made consumption lax a cvn 

u*j pillar of Ms n'-rinslun 

strategy. 

Australia is* uf the few 
western cuuntrwu without 
any form of consumption tax 
and economists say it has 

created distortions in a sys- 
tem which relics too much 
on income tax. 

But critics warn of the 
inflationary effects id n con- 
sumption tax and say ti 
would discriminate against 
the poor. Including pension- 
ers and others on fixed 
incomes who would benefit 
less from accompanying tix 

cuts. 

The coatttinn. however, 
has shaped its tax package 
as the engine for Ha coming 
election campaign- Public 
reaction to the tax reforms 
will, over the next few 
weeks, determine whether 
Mr Howard calls an early 
election or runs his full term 
to raid- 1999. 


Suu Kyi resumes travel standoff with military 


By Ted Banfadce in Bangkok 


Aung San Suu Kyi, the 
Burmese democracy leader, 
yesterday defied military 
authorities once again and 
attempted to travel to meet 
supporters outside the capi- 
tal of Rangoon. Security 
forces stopped ho- near the 
same place where she 
engaged in a six-day standoff 


with the conn try's ruling 
junta last month. 

Travelling in a friend’s 
minivan, which is believed 
to be loaded with food and 
water, Ms Suu Kyi appeared 
to be preparing to stay at the 
site about 30km outside Ran- 
goon, said members of her 
opposition National League 
for Democracy (NLD). She 
was accompanied by the 


same three people who sat 
with her during the last 
standoff - a 75-year old NLD 
executive committee mem- 
ber, U Hla Pe, and two driv- 
ers. 

The move is the latest in a 
series of immediate prob- 
lems for the junta, which 
has been beset by internal 
divisions over how to fixnit 
Ms Suu Kyi’s effectiveness 


CONTRACTS & TENDERS 
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HORSERACING ORGANISATION OF GREECE 

INVITATION 

FOR EXPRESSIONS OF INTEREST IN THE SELECTION 
OF AN INTERNATIONAL FINANCIAL ADVISER 

The HORSERACING ORGANISATION OF GREECE 
(ODIE) is a Legal Entity under Private Law and is 
governed by the terms of law 2414/1996. 

ODIE, in cooperation with the General Secretariat of 
Sports, and In view of the preparations for the Olympic 
Games of 2004 in Athens, intends to transfer the 
racecourse from the Phaleron Delta, where it operates 
today, to Markopouio in Attica, or elsewhere, where a 
new, up-to-date Horseracing and Olympic Equestrian 
Centre is to be built The area presently occupied by the 
racecourse at the Phaleron Delta will be converted to 
Olympic standards for use as a venue for Olympic events 
during the 2004 Games. On completion of the Games, 
the area is to be converted for multipurpose use with 
exhibition, conference and recreational centres according 
to proposals based on the coverage of an area of about 
40,000 m 7 or 70,000 rrr* within the area of the racecourse 
which covers approximately 57.5 acres. ODIE is also 
planning the construction of a racecourse in the 
prefecture of Thessaloniki. 

Within the framework of the above, ODIE intends to 
select, through the tendering process, concessionaires 
who will invest in the construction of the above works, 
undertaking the completion of the relevant studies, foe 
construction and putting into operation and financing of 
foe above works. With reference to those of the above 
works concerning the Olympic Games of 2004, foe 
concessionaires will be able to exploit them beyond the 
termination of foe Games in compensation for the relative 
Investments. 

Within the framework of foe present tender, ODIE Intends 
to appoint an experienced financial adviser of 
international repute who will support ODIE In foe 
procedure for planning, tendering and selecting foe most 
suitable concessionaires and investors who mil be 
invited to present bids for the conclusion of concession 
contracts for foe above works. 

ODIE Is seeking expressions of interest from 
international firms offering financial services with a 
general competence and international experience in 
procedures involving foe activation of significant capital 
funds in corresponding projects, and with experience In 
foe preparation and completion of procedures relating to 
concessions contracts. Specialised experience in 
financial planning and development analyses, upgrading, 
coordinating racing and racecourse installations and 
organising racecourse betting systems is desirable and 
will be taken Into consideration. 

Interested parties are hereby invited to submit to ODIE 
an expression of Interest together with a description of 
their activities and their relative experience. Shortlisted 
parties will be invited to submit offers. The final criterion 
for selection will be the most financially advantageous 
offer which will take ‘into consideration the methodology 
and approach of foe can<S dates towards foe project, foe 
personnel, foe retainer foe and the success fee offered 
by foe contestants. 

The procedure for foe selection of foe Financial Adviser 
will be in accordance with Directive 92/50/EC (Restricted 
Procedure) and foe Agreement w8l be signed by ODIE 

Interested parties are invited to receive the tender 
announcement from ODIE at the following address: 
HORSERACING ORGANISATION OF GREECE (ODIE), 
Phaleron Delta, Athens 176 74. Tel: (301) 9417333, Fax: 
(301) 9431799 up to 16 September by 13.30 p.m. at the 
latest from foe office of the Board of Directors on working 
days (Monday to Friday from 8.30 am to 13.30 pm). 
Information: Ms. Katerina Spflla. 


Costas Kafllris 
Chairman of the Board 


Yannls Tsanas 
Director General 



OTAWIMOL fiJEAfOTHI BUOAPOMON EAMAOI 


ANNEX 1 

INVITATION TO TENDER FOR THE CONTRACT 

(In accordance with Annex lil.C of Directive 92/50/EEC) 

1. Name, postal aid telegraphic address, telephone, Max and tac numbers of the contracting auttorlly: 
HORSERACING ORGANISATION OF GRHECE (O.DJ£.), Phaleron Defia, RC. 17674. Tel: (+30) 144 17333. 
Fax: (*30) 1-9431 799. 

2 . Category and descripti on of At sendees. CPC daaalflcatkm. 

Hie sendees to be provided by Bn Financial Advisor are classified older category 11 and secondary also 
under category Z7 (Annexes 1 A andlB ot Directive 92/5Q/EEC). 

3- Place of provision of the service*. 

HORSERACING ORGANISATION OF GREECE (O.D.I.E.), Phaleron Data, P.C. 17674, TM: (+30) 1-64 17 333, 
Faic(+30) 1-94 31 799. 

4a. Indicallon of whether the swani of the provision of the services It reserved by legislativa, regulatory or 

administrative provisions to ■ pvtfcufar profession. 

4b. Reference ot soch legislative, regulatory or adoMamhra pros Worn. 

4c. Indication of whether legal persons should state the names and professional qualifications of the 
members ol the staff that wtD be responsible for the provision of the services. 

The names and professional quaEticafons ot the merrfcara of the staff that wfll be reepansfcte tar the provision 
of the sendees ought to be slated. 

5. tncScatton on whether the candidates for the provision of the services can submit an oftar only for part 
of the requested services. 

Candidate s sis not allowed to aubnte an offer for part of tee requeste d sendees. 

6. Envisaged number or m a xim u m number of candidates that wtB be Invited to submit sn offer. 

7. Where sppBcabte, proh ib it i on of alternative offers. 

ABemattve otters are pr o hfc hed. 

8. Duration of the contact or daadBne fortha conqtMkm ot the provision of the services. 

The duration of the contract tor the position of the financial Adviser will continue imffl the signing of the 
concessio n contracts and loan agreements. 

8. Where applicable, the legal form which should be aasuned by a Joint venture of sendee providers, 
should they be awarded the contract. 

10b. Where applicable. Justification of the use of the accelerated procedure. 

10b. Ftafdatel 
September If 

10a Address to which they must be sent 

Candidates may obtahi the tender doa a nar t te tram HORSERACING ORGANISATION OF G8SCE (O.OJ.E), 
Phaleron Delta. P.C. 178 74. Tel: (+30) 1-84 17 333, Fax: (+30) 1-94 31 799. 

The expressions of Wares* must be submitted to HORSERACING ORGANISATION OF GREECE lO.DXE), 
Phaleron Defia, P.C. 176 74, Tel: 1+30) 1-94 17 333, Fax: (+30) 1-94 31 799, by the deadline on Wednesday 
16th September 1998 at 1330 pm at the West 

10d. Languages) In wMcfi they must be drawn up. 

AH documents (expressions of Interest, otters etc.) shafl be dratted In Greek aid In Engisft language and the 
Greek one w> prevafl In any In ter pre ta tion. However. Information leaflets and prospectuses, not written in 
Greek w& be also considered. 

11 . final date for the dispatch of the Jmftetlona to tender. 

bnmedetely alter the approval of OiXlE.ol the resutta of the short-BsHng procedure. 

12. Where applicable, any guarantees that may be required. 

A bank guarantee wd to required with the submission of the often. 

13. Information concerning the position of each otter, as well ea Information end formalities that are 
necessary for the evaluation of the mJnbnum financial and te chnical conditions that must be formed by 
the offero. 

As de sc ribed h the fcwttetion for the Submission of Expre ss ion s of Interest 

14. Criteria used lor the awanl ot the contact and, If posstbie, ttntr order of Imparlance, In eae* that thesa 
are not stated hr the invitation to tender. 

a. general competence aid tetaiie llcrgl experianoe, Mameltan8l recognfllon and algniCcaiH activity in franctf 
matters. 

b. special competence and international experience ragaitihg the mo MHre Man of significant amounts ol hinds 
in related projects. 

c. experience in the preparation and completion of procedures forthe otnduafon of concession contracts. 

d. special experience In financial and economic studies lor the planning and development, upgrading, 
coordination of equestrian and racehorsteg taxations and organisation of betting systems is desirable and 
wl be taken in* account. 

15. Other Information 

Each candidate rixnikf sutxnt his expression of Interest In 20 copies (10 In tee Greek language and 10 n the 
Engosh language} one of which irffl be tho original in both tin Greek and lha English language. Each page of 
tea oritfrai nA be mattered and HMed. 

The expr e s s ions of Interest ae submitted In a seated envelope, in tee Irani of which tea foHowrg will be 
written: 

a) EXPRESSION OF INTEREST FOR THE SELECTION OF FMANCIAL ADVICE 

b) CANDIDATE (Name ofCavpeny) 

c) ADDRESSEE: HORSEflAONG ORGANISATION OF GREECE (OJJXE.) Phaleron Defia, P.C. 178 74, Tbl: 
(430) 1-94 17 333, Fax: (430) 1-94 31 789. 

16. Date of rfiapstch of tto invitation. 

August 7th 1998 

17. Oats of receipt of the bnBalian by the Office of OMdat PUMcatlons of tire European Communities. 
August 7th. 1398. 


1 1998 at 1330 pm 


without engaging in serious 
discussions of political 
reform. 

Military intelligence offi- 
cials continue to question 18 
foreigners, mostly south-east 
Asians, arrested last week- 
end for handing out pro- 
democracy “goodwill mes- 
sages” to mark the tenth 
anniversary of a bloody 
crackdown by the military. 


Eight nations - Australia. 
Britain. France, Germany, 
Italy, Japan. South Korea 
and the US - yesterday 
matte a co-ordinated appeal 
for the government to open a 
dialogue with Ms Suu Kyi. 

Ms Suu Kyi’s safety on the 
roadside was the most Imme- 
diate concern, diplomats 
said. Outside Rangoon she is 
exposed to thugs organised 


by hardline forces, whereas 
inside the capital she has 
protection from military 
intelligent*. 

Col Hla Min. a military 
intelligence official, recently 
said the government could 
no longer guarantee Ms Suu 
Kyi’s safety because her 
calls for a tourism boycott 
and economic sanctions had 
made people angry. 


Chinese 
price 
index 
falls 3.2% 

By James Harding in Beijing 


Deflation gathered pace in 
Chinn hst month, as prices 
slid further in the oversuppl- 
ied Chinese market on weak 
domestic demand. 

The government yesterday 
reported China's retail price 
index, the benchmark indica- 
tor of inflation, was down 
32 per cent year-on-year in 
July, undertying how prices 
have continued to fell since 
the negative 3.0 per cent 
growth recorded in June 

Retail prices have now 
been felling consistently 
since October last -year. In 
the first seven months of 
1998, the RPI dropped by 
22 per cent year-on-year, 
according to yesterday’s 
report from the official Xin- 
hua news agency. 

The growing deflationary 
pressures in China have 
become an explicit concern 
of the Chinese leadership as 
it seeks to reinvigorate the 
country's slowing economy 

China's gross domestic 
product rose by 7 per cent in 
the first half of this year, 
below Beijing’s economic 
growth target for 1998 of 
8 per cent. 

Zhu Rongji, China's prime 
minister, recently acknowl- 
edged for the first time the 
existence of deflation in the 
Chinese economy and said 
that in response “the central 
government has decided to 
take more active fiscal poli- 
cies to raise more capital to 
strengthen infrastructure 
investment”. 

Consumption in August is 
likely to be affected by the 
flooding that has damaged a 
huge area of the country, 
economists say. 

Yesterday, a ministry of 
agriculture official raid that 
the flooding along the Yang- 
tze valley, where more than 
2lm hectares of farmland 
have been left under water, 
is threatening China's abil- 
ity to hit its grain produc- 
tion target for this year. 

China has already blamed 
the flooding, which has 
claimed more than 2,000 
lives and caused more than 
$5bn worth of damage, for 
reducing the summer grain 
harvest by llm tonnes. The 
floods have hit areas which 
are crucial to China's pro- 
duction of rice and grain. As 
flooding has also worsened 
in the north of China over 
the last weds, new concerns 
have been raised about 
potential damage to the 
wheat crop. 

Separately, an official 
report showed yesterday 
that foreign-funded compa- 
nies in China are sffli man- 
aging to increase exports, in 
spite of the impact of the 
continuing Asian financial 
crisis and a strong Chinese 
currency. 


, ~ NEWS DIGEST 

S0UNDMGSAT PARIS CLUB 

Pakistan in tentative 
move to reschedule debt 

Pakistan has made discreet and tentative soundings with 
the Paris Club of industrial nation creditors about a possi- 
ble rescheduling of Its official debt, but there is no agree- 
ment to begin formal negotiations, western officials said. 

The move will fuel market speculation that Pakistan will 
seek a broad package of support from the International 
Monetary Fund once talks with that body get under way, 
probably before the end of the month. 

The US has dropped its objections to IMF support in foe 
wake of the extreme hardships caused by the sanctions 
Imposed following Pakistan's nuclear test. But it is not 
dear whether it and other governments would be prepared 
to reschedule debt. 

Under normal procedures Pakistan would also have to 
agree a formal rescheduling with its commercial bank 
creditors to obtain relief on official debt With debts of 
$42bn and reserves sufficient to cover only three weeks of 
imports, Pakistani officials have said they need a package 
worth around $4 bn to meet commitments over the coming 
year. Peter Montagnon, London and Farhan Bokhari, 
Islamabad 

HONG KONG 

Tourism income down 35.6% 

Income from tourism, one of Hong Kong's biggest earners 
of foreign exchange, slumped 35.6 per cent in the first half 
of the year - ravaged by the impact of foe Asian financial 

crisis that developed after China resumed sovereignty over 
the territory In July last year. 

Receipts fell from HK$39.76bn ($5.1 3bn) in the first six 
months of 1997 - when travel agents, notably in Japan, 
were busily marketing Hong Kong’s last days as a British 
colony - to just HK$25.59bn in foe first half ol this year. 
Asian tourists have been deterred by their own weak econ- 
omies end devalued currencies, which render Hong Kong’s 
prices doubfy unpalatable. Louise Lucas. Hong Kbng 

BRUNEI ECONOMY 


Growth target reduced 

The sh arp dr op in oil prices forced Brunei to revise this 
year’s gross domestic product growth projection to 
between 25 and 2.7 per cent, from 32 per cent forecast 
earlier and compared with 4 per cent in 1997. Selamat 
Munap, deputy finance minister, said in an interview yes- 
terday. 

Mr Selamat said foe revision had little to do with the 
much publicised collapse of Amedeo, the Brunei-based 
construction company of foe Sultan’s younger brother, 
Prince Jefri, and a subsequent investigation into charges 
that financial mismanagement had cost the oil-rich sultan- 
ate bfflibns of dollars. 

Mr Selamat said the recent sharp fall in oil prices had 

I? 0 ?* 3 *®? If* P® - cent * n government revenue, 
Sheila McNulty, Bandar Seri Begawan 


CHINESE COURT 


iWINHIIIIHHu 


Taiwanese jailed for spying 

^.Chinese court yesterday jailed a Taiwan businessman for 
four years for espionage, providing another potential 
source of friction between Beijing and Taipei. 

A senior Taiwanese official expressed dissatisfaction 
over the decision, but said it respected Beilina’s legal 

^ " We ^ f' 0 * entirely satisMwhh 
this verdict . . But we respect the mainland’s legal jurisdic- 
ton," said Wu Hsln-hslng of Taiwan’s semi-official Straits 
Exchange Foundation. . 

Kou Chlen-Ming, owner of a Taiwan publishing house, 
was arrested earter ttws year and tried with three ofoere. 
They were exempted from punishment for making -signifi- 
cant cont ributions '* to solving the case, but were also con- 
victed of gathering political, economic and military intelli- 
gence during business trips to China between June 1993 
and March 1998, according to a report by the official Xin- 
hua news agency. "The facts ware clear. The evidence 
was krefutabte,” Xinhua said. James Harding, Beijing 
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INTERNATIONAL CAPITAL MARKETS 



Winds of change blow through Chicago 

Tfte CBOT and the CME are finally getting to grips with electronic trading systems, writes Nikki Tait 


P at Arbor, chairman of 
the Chicago Board of 
Trade, stepped out of a 
Washington hearing this 
TOQk to outline differences 
in electronic trading systems 
to reporters. Halfway 
through the explanation, a 
wiy smile appeared. "Who’d 
have thought a few months 
ago that Td have been 
talking about this?" he said. 

Winds of c hang e have 
been blowing through Chica- 
go's futures industry with 
renewed force in recent 
weeks. To say that traders at 
the two big exchanges - the 
'Board of Trade and Chicago 
Mercantile Exchange - see a 
Doorless, screen-based trad- 
ing future ahead of them 
might be an exaggeration. 

But there is a widespread 
realisation that electronic 
trading systems will play a 
significant role in the 
months and years to come. 

"Change (s so constant - 
and the concept of electronic 
trading, which six months 
ago was strange. Is far more 
accepted now," says Scott 
Gordon. CME chairman. 


Mr Arbor points to the 
CBOT board decision - yet 
to be approved by members 
- to allow certain interest 
rate futures to be traded 
electronically during the day 
alongside the pit-based open- 
outcry system from next 
month. “We crossed the 
Rubicon." he says. 

The question is no longer 
when or whether the Chi- 
cago exchanges will adopt 
electronic trading, but how. 

In contrast to those of 
some European exchanges, 
the decisions have been 
piecemeal CBOTs move on 
bond futures takes effect 
next month but is essentially 
a defensive step, driven by 
the threat of a rival elec- 
tronic system for Treasury 
futures being devised by US 
broker-dealer Cantor Fitzger- 
ald and the smaller New 
York Board of Trade. 

More pro-active is CBOTs 
plan, announced last week, 
to launch electronic trading 
of five new agricultural com- 
modities - sugar, coffee, 
cocoa, orange Juice and cot- 
ton. Regulatory approval is 


required and some work will 
be needed to formalise con- 
tract specifications, clearing, 
arrangements and so on 
However, Mr Arbor insists 
the products have been on 
CBOT's radar-screen for 
some time, and that many 
firms trading them in New 
York are also members of 
the Chicago exchange, 
implying that some business 
would flow to the Midwest 
Nevertheless, tbess are 
also the commodities that 
dominate the agricultural 
division of the NYBT, sug- 
gesting a degree of retalia- 
tion may have featured in 
CBOTs thinking . 


T: 


‘he Chicago Mercantile 
Exchange has been mov- 
ing along a similar 
back. It has brought a small 
amount of electronic trading 
to its gris tin g floor, via the 
"e-mini" equity index con- 
tract, which can be traded 
on screens or by open-out- 
cry. and a new “turn rate" 
financial contract 
At both exchanges, how- 
ever. these moves are only 


opening manoeuvres. “It Is 
clear that some customers 
want electronic trading for 
certain products," says Mr 
Gordon, although he adds 
that this “groundsweD" does 
not appear to stretch to the 
agricultural pits. 

He sees two objectives: to 
bring new products to the 
floor through links with the 
other exchange, and to get 
the CME’s product range dis- 
tributed globally. This goal 
lay behind his recant com- 
ment to members: “The CME 
is committed to. creating a 
global electronic network 
through which customers 
around the world can access 
selected CME products 
around the clock." 

Similar considerations, 
an d the need to make effi- 
cient use of technology 
spending, also prompted the 
CME to approach the CBOT 
about pooling their technol- 
ogy platforms. The CBOT 
agreed to talk, say people 
involved, on condition that 

the Hia<-ng<rinng encompassed 
the prospect of a much-fuller 
alliance, or a form of merger. 


White discussions are still 
taking place, existing alli- 
ances may be a stumbling 
block, at least temporarily. 
The CBOT is hooking up 
with Eurex, the Ger- 
man/Swiss electronic 
exchange, and both plan to 
disseminate each other's 
products on each other's 
screens next year. The CME 
is bringing on a different 
electronic system - based 
around the French Matif 
exchange's technology - 
later this year. ■ • 

Mr Arbor says the CBOT 
will -do nothing to Jeopardise 
the relationship with Eurex 
but acknowledges talks are 
con tinuing . Mr Gordon says 

the CME “is happy to keep 
the door open". 

All this does little to 
address the issue of foiling 
seat prices, the exchanges' 
other big headache. As the 
likelihood of a switch to elec- 
tronic trading has mmmtpA, 
the 'value of these “admis- 
sion tickets" has dived. 

This. too. has set the 
exchanges thinking. In an 
effort to find a way of realis- 



Patrick Aibor, CBOT chafemn; 
*Ws crossed the Rubicon 1 . - 

ing value for members, both 
have looked at possible 
changes to their, current 

member-owned structures.' 

CBOTbas toyed with the 
idea of turning, its electronic 
trading arm Into a separate 
corporate subsidiary and 
floating equity oh the stock- 
market; the CME has enter- 
tained broader “demutualisa- 
tion" thoughts. 

As with other aspects of 
their s trategies, there seems 
to be a belated awareness 
that there is little time to 
lose. Mr Gordon expects as 
announcement shortly. “I 
think well do that easily in 
the third quarter,” he says. 


Philippines to raise $500m 


New international bond issues 


WTB^TIO^MNDS 

By Justin Mancoi in Manna and 
Vincent Boland in London 

The Philippines yesterday 
named Goldman Sachs as 
the lead manager of a US 
dollar -denominated global 
bond issue and J-P. Morgan 
and Warburg Dillon Read as 
Joint lead managers of a 
euro-deuominated Issue. 

Edgardo Espirltu, finance 
secretary, said the two sov- 
ereign issues would raise a 
total of at least SSOOtn. The 
first will be a global issue of 
dofiar-denominated floating- 
rate securities and is tar- 
geted for next month. 


WORLD BOND PRICES 


This will be followed by a 
euro-denominated bond, the 
first in the new European 
single currency by a sover- 
eign issuer from Asia. 

“The two-phased pro- 
gramme addresses concerns 
on the volatile market envi- 
ronment and provides 
greater flexibility to meet 
our objectives," Mr Espirltu 
said. The European issue 
would introduce the Philip- 
pines 1 "credit story" to 
investors and diversify its 
lending base, he added. 

The country last launched 
a sovereign issue in April 
with a well received $500m 
global bond, the first sover- 
eign Asian issue since the 


BENCHMARK GOVERNMENT BONDS 
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regional crisis began in July 
last year. It was priced at 
337.5 basis points over US 
Treasuries, but the spread 
has since widened to 575 
basis points, after the recent 
flight to quality and setback 
in emerging markets. 

Analysts believe the gov- 
ernment will be seeking to 
raise much more than the 
official figure of $500m this 
time, following other si gnals 
from the department of 
finance. 

Activity was light in the 
new issues market yester- 
day, with issuers staying on 
the sidelines. But some sta- 
bility returned to secondary 
market t rading and spreads 
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in emerging market debt 
were steady at current very 
wide levels, traders said. 

Liquidity was also reduced 
by US Treasury auctions, 
which analysts said were 
well timed to capture the 
current flight to safety. 


BOND FUTURES AND OPTIONS 
Frame 
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FREDDIE MAC, the US 
mortgage agency, was one of 
the flew issuers to tap the 
market, launching a $ibn, 
one-year bond that reflected 
continuing demand for 
defensive instruments in the 
current volatile market cli- 
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mate, according to a banker 
at Lehman Brothers, lead 
manager. 

The issue attracted good 
international demand from 
central banks and invest- 
ment management groups, 
he said. 



GQVBUIMENT BONDS 


By Jeremy tout in London ' 
and John Ubabki Naw Yaric 

Prices fell . yesterday, 
back-pedalling as world 
stock markets regained some 
of their com p o su re and the 
yen gained ground against 
the dollar. 

However, analysts said 
thee was nothing to suggest 
the rug had been pulled from 
under the. bond markets and 
recent bullish fundamentals 
were still firmly in place. 

“The broader- concerns 
lover Asia and Russia! will 
remain in the background 
and the economic calendars 
for major markets are light. 
So for the near term, bond 
markets remain very firmly 
underpinned," said Andy 
Bevan. senior bond strate- 
gist at Goldman Sachs. 

In the US, Treasuries 
Started lower on the com- 
bined effects at supply wor- 
ries and the Dow Jones 
Industrial Average opening 
about 50 points higher. 

In Europe, only UK gilts 
made any headway, ending. 
Viighpr on optimism that UK 
interest rates may have 
finally peaked after months 
of uncertainty. 

US TREASURIES were 
tower at midday fa the midst 
of the second of three auc- 
tions, and as rat™ returned 
to global markets. 

By early afternoon the 
benchmark 30-year bond was 
down 3 to 106§, sending the 
yield higher to 5.635 per 
cent • 

Among shorter term issues 
the two-year note was down 
4 to 100*. yielding 5-340 per 
cent while the 10 -year note 
lost £ to lOlfi, yielding 5.420 
per cent 


INTERNATIONAL BONDS 


With little fresh signifi- 
cant economic aerra expec- 
ted until the retail sales and 
producer price index reports, 
overseas concerns continued 
to wighonthe US market 

"It's really A slow drift 
lower oh. a weaker dollar; a 
stronger stock market and 
concerns- about the 10 -year 
auction," said Tom O’Con- 
nell, senior government 
trader at First Chicago Capi- 
tal Markets. 

UK GILTS took heart from 
figures showing a slowdown 
in wages growth, which has 
been a key concern of the 
Bank of wn gtand in its infla- 
- tkm considerations. 

The Bank, in- its inflation 
report, said the UK economy 
was cooling and that 
although Inflation may pick 
up in the next 12 months, it 
would fall back close to the 
Bahkft 23 per emit target in 
two years' time. 

Both factors were positive 

for gilts, with markets inter- 
preting them as 'a sign that 
interest rates had peaked. 
The key ftrtnres contract, the 
September 10-year, settled 
<U0 higher at U056.’ Volume 
was heavy, with 77.500 con- 
tracts traded. 

Neil Parker, treasury econ- 
omist at Royal Bank of Scot- 
land, said: "I thinic all the 
evidence that we’ve had 
today is that the UK- econ- 
omy is slowing and inflation' 
. ary pressure will be 
subdued." However, Mervyn 
King, deputy Bank governor, 
said it was too early to 
assume that rates were bead- 
ing lower. 

GERMAN BUNDS ended 
lower on profit-taking. The 
September 10 -year future foil 
0.20 points to HOjGO in vol- 
ume of 388,000 contracts 
traded in Frankfurt . 
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AFGHANISTAN CONFUCT ANXIETY GROWS ON NORTHERN BORDER AS RESISTANCE TO FUNDAMENTALIST MOVEMENT COLLAPSES 


Taliban forces sweep into 
opposition’s last redoubts 


By Charles Ctarar 


The Taliban, the Islamic 

fnnHgmonfalTgt miHHfl said 

yesterday it had captured 
two more strategically 
important towns in northern 
Af ghanistan. 

Town after town in 
Afghanistan has fallen thfa 
week before the fluttering 
white banners of the Tali- 
ban, which over the past 
month has swept through 
the last enclave of resistance 
in the north. 

Yesterday the Taliban 
claimed to have taken Pol-i- 
Khomri, located at the 
entrance to two strategic 
passes through the Hindu 


Kush mountains which con- 
nect the north and the south 
of the country. It also 
announced the capture of 
Heiraton, a peat city on the 
Oxus river, which is Uzbeki- 
stan's southern border with 

Af ghanistan . 

On Tuesday, the move- 
ment claimed the capture of 
Taloqan, capital of the 
northern province of Takhar, 
along with a string of towns 
in the central Bamian prov- 
ince. 

These claims follow the 
decisive victory at the week- 
end when t he Taliban cap- 
tured Mazar -i- Shari f. the cap- 
ital city of the northern 
coalition. 
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Opposition sources con- 
ceded loss of ground to the 
Taliban militia in Takhar, 
but vowed to launch a 
counter-att ac k. 

If the Taliban claims are 
true, their gains would far- 
ther isolate the coalition of 
northern ethnic militias, 
supported by Iran and Rus- 
sia, which baa put up a fight 
for four years but continues 
to lose ground against the 
superior numbers and fund- 
ing of the Taliban. - 

Use Taliban, which vowed 
to disarm Afghanistan’s pop- 
ulation and implement 
Islamic Shari’a law, is 
widely believed to receive 
support from Pakistan and 
the Arab world, though the 
Pakistani government heat- 
edly denies supporting the 
movement. The Ukrainian 
government this week 
denied accusations that it 
had sold weapons to the 
movement 

Meanwhile, Iran claims 
that the Taliban forces are 
holding 11 Iranian govern- 
ment “envoys" hostage in 
Mazar-i-Sharif, and has 
asked the United Nations to 
intervene. The Taliban said 
it had arrested 35 Iranian 
truck drivers who had been 
delivering ammunition to 
Shi tie Moslem factions. 

Iranian radio also reported 
on Tuesday that the Taliban 


farces in the captured city of 
Mazar-l-Sharif bad seized 

many young mwi and falrm 

them in trucks to an undis- 
closed location. 

But the official radio sta- 
tion of the Taliban said that 
“life had returned to nor- 
mal" hi Mazar-i-Sharif, m«i 
that "the people of Mazar-i- 
Sharif are thanking AD ah for 
freeing them from the cor- 
rupt miUtia and now their 
belongings, honour, and 
lives are protected". 

The Taliban has decided to 
allow aid workers back into 
Kabul, the United Nations 
said yesterday. In the culmi- 
nation of a dispute last 
month the Taliban told 35 
non-governmental aid agen- 
cies to leave the capital after 
they had refused to move 
their offices to a derelict col- 
lege dormitory building. 

But Afghanistan's north- 
ern neighbours in central 
Asia are growing apprehen- 
sive that the Islamic mtutia 
will, not stop its northward 
march at the Oxus river, 
Afghanistan's northern bor- 
der. 

On Tuesday, a Russian for- 
eign ministry official said 
that Russia “considers the 
escalation of combat 
operations by the Tali- 
ban... to be a real threat to 
the southern borders of the 
Commonwealth of Indepen- 



A Taliban mgHaman on the froolBne 40km north oust of KatooL 
Two more important towns were cap ture d y aato w fa y fiP 


dent States, of winch Russia 
is a member. . . (Russia) 
reserves the right to take all 
necessary measures to 
ensure the reliable protec- 
tion of its borders.” 

Taliban units were spotted 
On Tuesday just across the 
river on Tajikistan’s 
southern border. 

But as the Taliban contin- 
ues to advance, analysts say 
that its forces may over- 
stretch themselves, leading 
to a repeat of the stunning 
defeat they suffered last 
year. 

In May 1997 the Taliban 
took nine provinces in less 


a month, including' 
Mazar-i-Sharif, aided by a 
mutinous northern com- 
mander, General Abdul 
Malik. 

But before the militia 
could consolidate its gains, 
the residents of Mazar-i- 
Sharif fell on the Taliban 
garrison, massacring up to 
500 Taliban in the streets. A 
mass grave was discovered 
last year that is believed to 
hold th? remains of an addi- 
tional 2JM0 TaEban fighters 
tjtkwn prisoner during, the 
ill-fated off ensive and subse- 
quently slaughtered by- 
northern troops. 


Media campaign reveals Algerian infighting 


By Roula Khalaf 


A fierce and unprecedented 
moriiM camp ai g n against a 
top aide to Algerian Presi- 
dent T . famin e Zeroual has 
perplexed the country's 
political class and raised 
concerns of tensions within 
the regime. 

The campaign. In anti- 
I slamis t newspapers, has tar- 
geted Mohammed Betchine, 
Mr Zeroual ’s trusted adviser 
and forma 1 head of military 
security. He is considered a 
key figure in the political 
and military establishment, 
and has been a driving force 


behind Mr Zeroual's 
attempts to consolidate 
power since his 1995 elec- 
tion. 

Algerian newspapers have 
long enjoyed wide leeway in 
criticising the government 
but until recently, hitting at 
the main pillars of the 
regime has been taboo. This 
began to change in June, 
when Nourredine Boukrouh, 
the leader of a small political 
party, began denouncing 
what he saw as the regime’s 
political manoeuvres to 
remain In power through 
fake political and economic 
reforms. The odd part was 


that among top figures, he 
singled out Mr Betchine for 
blame. 

Mr Boukrouh has been 
relentless in his attacks. 
This and the fact that news- 
papers have continued to 
publish him hafi led analysts 
to question whether he may 
have received a tacit 
approval from other power 
centres within the establish- 
ment 

Mr Boukrouh’s attacks 
were soon reinforced by 
those of a university lecturer 
and anti-Islamist living in 
exile and who has been sug- 
gesting that a remark he 


made against Mr Betchine in 
1995 was behind a death sen- 
tence he received in absentia 
this year on charges of 
involvement in Islamist ter- 
rorism. 

Mr Betchine has remained 
sflent Government officials 
say accusations against him 
are unfounded. In newspa- 
pers mainly owned by him 
or by the government adver- 
tisements have appeared in 
recent weeks by scores of 
civil associations eager to 
lend their support to 
Mr Betchine and rt winnwre 
the “vile" attacks against 
him. 


On the surface, the cam- 
paign against Mr Betchine 
could reflect rising frustra- 
tions with a regime per- 
ceived to have failed to stem 
corruption or promote better 
accountability. 

But analysis also see in it 
a manoeuvre to under mine 
Mr Zeroual and perhaps dis- 
suade him from standing for 
a second term in the presi- 
dential elections in 2000. It 
could also be a move to 
deflate Mr Betchine's eco- 
nomic and political power in 
case he tries to run for the 
presidency, if Mr Zeroual 
decides not to seek a second 


term. 

Analysts see behind these 
immediate reasons more fun- 
damental tensions between 
various political tendencies 
within the regime. 

The newspapers publish- 
ing attacks against Mr 
Betchine are considered to 
be on the radical, anti-Islam- 
1st end of the political spec- 
trum. 

They view Mr Betchine as 
re p re sqi ting the natianalist- 
Islamic wing of the estab- 
lishment, which has been 
asserting itself more 
s trongl y since Mr Zsoual’s 
election. 
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ISRAELI BUDGET ^ _ 

Netanyahu backs plan to 
cut deficit to 2% of GDP 

Israel's cabinet yesterday 

per cent of gross domestic product 
ahaatad debate among nunafars i«hput 
uri^yment, 

aid according to opinion pota. considered most 

the pofltfcal taB-out if unemptoym^ 

mert in retraining s***"^**^ 

the defence budget ' 

defence minister, who said braeTs mfflfaiy aewMopment 

ShK173.8BnlS4B.7b2 

dt target depends on I 25? 
compared with an estimated growth Of 1.5 
yea*. The government wffl also have to agn«Shk2^2bn at 
cuts, the next round of negotiations before the budget 
goes to foe Knesset Judy Dempsey, Jenneiem 

EMBASSY BLASTS 


Kenya makes bomb arrests 

Kenya has made arrests In conoectto n_wtth the bomb > 
attack on foe US embassy In Nairobi, President Dental 
arap Moi said yesterday. "A number of persons have been 
detained in relation to this incident an d are p rov ing u aa- 
ful leads Into foe tircurnstances surrounding foe bomb 
blast," Mr Moi said. ^ ^ 

At tonr* 247 people were killed and mere than 5,000 
injured in foe bombing on Friday. Ten people ww h ttKl 
and mors than 75 injured in foo smuttanoous attack on 
foe US mission In Dar as Salaam. Tanzanian authorities 
have arrested 14 people, but yesterday released one sus- 
pect who was found after checks to weak for the United 
Nations refugee agency. Reuters, Nairobi, Dar aa Salaam 

IRAQI DISARMAMENT ___ _■ _ 

Butler warns on monitoring 

Richard Butler, chief UN weapons inspector, yesterday 
warned that Iraq's decision to suspend co-operation not 
only hatted ad efforts to disarm Iraq but also restri ct ed the 
UN's weapons monitoring operations. 

In a letter to the Security Council, Mr Butter said “such 
conditions significantly reduce the effectiveness of moni- 
toring," which has not formally been suspended by Iraq. 
Diplomats sad the letter, which followed a rimdar one 
from foe International Atomic Energy Agency, foe UN's 
nuclear watchdog, was aimed at trying to provoke a reac- 
tion from the Council following Iraq's move last week to 
freeze co-operation with the UN. 

The influential Iraqi newspaper Babel said yesterday that 
Baghdad would rajeett any proposals for "partial solutions" 
to its stand-off with UN weapons inspectors. 

Babel, owned by President Saddam Hussein’s eldest 
son Uday, said Baghdad would not negotiate an agree- 
ment with the UN unless it fitted trade sanctions imposed 
on Iraq after its 1990 Invasion of Kuwrit. 

Laura Sifter, New York, and Reuters, Baghdad 
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REACTOR PROBLEMS FIVE PLANTS SHUT 


France forced 
to step up 
power imports 


By David Owen in Paris 


A series of nuclear reactor 
problems has forced Electri- 
city de France (EdF), 
Europe's largest electricity 
company, to step up Its 
power imports. 

Five of the company's net- 
work of more than 50 
nuclear reactors are side- 
lined for technical reasons, 
with no guarantee they will 
be able to restart before the 
end of the year. 

The state monopoly has 
consequently been importing 
electricity at a rate of 
between 3,000 MW and 
5,000 MW a day in recent 
weeks. This is about the size 
of three- to-five large power 
stations and is much hi gher 
than normal import levels. 
There is a good chance that 
imports from neighbouring 
countries, including Britain, 
will continue at similar lev- 
els while the stations remain 
off stream, particularly 
given France's much higher 
winter power consumption. 

Britain and France are 
linked by a 2,000 MW capac- 
ity interconnpctor, opened in 
the 1980s with the intention 
of enabling the two coun- 
tries’ grids to balance out 
ppafcs in demand. Tradition- 
ally, however, traffic over 
the cable has been largely 
one-way In favour of French 
electricity exports. 

EdF has decided to close 
an additional three reactors 


for the summer, while 
demand is subdued, to 
ensure they can work 
throughout the winter with- 
out stopping for refuelling. 

It says it will remain a net 
exporter of electricity even 
this year since it has 
long-term contracts with for- 
eign consumers it Is obliged 
to fulfil. In 1997, it was the 
European Union's biggest 
electricity exporter with 
71.4bnkWh. Net exports typ- 
ically reach between 65bn 
and TObnkWh. 

Three of the five sidelined 
reactors, among the newest 
in EdF's network, were 
closed because of a design 
flaw entailing the replace- 
ment of their supplementary 
cooling systems. The com- 
pany says the problem with 
the other two reactors has 
now been dealt with, but it 
has yet to receive authorisa- 
tion to restart them. 

France is one of relatively 
few countries to have main- 
tained its commitment to 
□□clear power in the wake of 
the accidents at Three Mile 
Island in the US and at Cher- 
nobyl in Uk raine. 

Its network of nuclear 
reactors accounts for about 
three-quarters of the coun- 
try’s electricity production. 

In common with other big 
EU electricity generators, 
EdF is gearing up for the 
phased opening of European 
electricity markets, starting 
an February 19 1999. 
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Congress warned on ‘resurrected fast-track’ 


By Nancy Dunne in Washington 


Eight US environmental 
organisations have warned 
the Republican leadership of 
Congress against trying to 
pass the “old, failed fast- 
track" trade negotiating leg- 
islation, rejected last year 
but now scheduled for a vote 
in the House during the 
week of September 21. 

Hie proposed trade bill “is 
the wrong legislation at tbe 
wrong time," according to 
the environmental groups. It 
establishes “new and strin- 
gent restrictions on the pres- 
ident's ability to negotiate 
envir onment al safeguards on 
future trade agreements". 

Republicans have resur- 


rected the bill, which gives 
the president authority to 
negotiate new trade deals, in 
order to please the business 
lobby In the run-up to elec- 
tions. But It faces numerous 
.complications. 

The business community 
has been frustrated that so 
little of its trade agenda has 
been given attention. It is 
alarmed by the proliferation 
of sanctions hills passed by 
Congress hindering US com- 
panies in dealings abroad. 
Also, Republicans have been 
split an another business pri- 
ority: an $l8bn payment to 
the International Monetary 
Fund for new rescues. 

President Bill Clinton, who 
has been pushing for new 


fast-track authority, has 
urged Republicans to put off 
the vote until next year. The 
trade unions appose the cur- 
rent bill, which contains 
only weak provisions for 
labour, and might be 
tempted to put their money 
into anti-fast track television 
time rather than Democratic 
contests in November. 

Tbe environmental groups, 
with 7m members, form an 
important voter bloc. In a 
letter to senators, they 
claimed international trade 
rules had already under- 
mined important environ- 
mental and public health 
laws in three areas: 

• Endangered species: “In 
an unprecedented display of 


arbitrary power,” a World 
Trade Organisation panel 
ruled against the US ban on 
shrimp (Hip ni i*. from coun- 
tries not protecting turtles. 
This would set “a dangerous 
precedent that could perma- 
nently subordinate global 
environmental protection to 
trade promotion". 

• Pollution: Canada was 
forced to repeal a ban on 
MMT, a “toxic” gasoline 
additive, to settle a lawsuit 
filed by a US company under 
the North American Free 
Trade Agreement (Nafta). 

• Forest Health: The US 
government has set weak 
pest control standards to 
comply with Nafta and WTO 
rules. This leaves US forests 


at risk from exotic pests 
brought into the country 
with log Imports. ' 

Chances of fast-track pas- 
sage are hobbled by House- 
Senate disagreement on 
strategy. On the theory that 
past fast-tracks have been 
passed when attached to 
other more popular bills, the 
Senate finance committee 
has put all its trade bills in 
one package. 

The package Includes an 
African trade bill, shorn of 
most of its provisions, and 
passed by the House. 

What remains is greater 
market access for textiles 
and clothing, which draws 
fire from those industries. 

Enmeshed in the Senate 


package is renewal of the US 
Generalised System of Pref- 
erences, providing duty-free 
access for goods from devel- 
oping countries. 

This is not very controver- 
sial, and has proved useful 
far foreign policy purposes. 
The fact it has already 
expired removes one market- 
opening lever used against 
countries which benefit from 
it 

In the HOuse, the legisla- 
tion is likely to stand alone, 
though there have bear sug- 
gestions it will be linked to 
IMF replenishment Many 
Democrats support tbe IMF, 
but oppose fast-track. Given 
a choice, they will vote 
against fast-track. 


Latin America sales disappoint drug companies 


By Jonty Lmsby in London 


The rise of prescription 
drugs sales in Latin America 
Is unlikely to deliver the 
growth hoped for by the 
world’s pharmaceutical com- 


Worid retag pharmacy purchases 

12 months to March 1996 


Identified by m any laflrffng 
drugs companies as the 
industry's growth hotspot, 
the region’s drug purchasing 
is now decelerating, accord- 
ing to IMS, the healthcare 
information company. 

In a survey of the world's 
IS largest markets for pre- 
scription drugs, to be pub- 
lished today, IMS still identi- 
fies Mexico as the market 
experiencing the most rapid 
growth. 

With sales up by between 
22 and 25 per cent In the 
main therapeutic areas, 
Mexico's prescription drug 
sales rose 24 per « » n t &u the 
12 months to April. 
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However, the growth has 
still not restored the market 
to its 1994 levels. The peso 
crisis led to a sharp fall In 
Mexican drug sales. 

With many prescription 
drugs bought from local 
chemists, without prescrip- 
tions, and paid far privately, 
the market is far more vul- 


nerable to economic swings 
than those which enjoy 
greater state provision. 

In volume terms, prescrip- 
tion drug sales were still 10 
pear cent lower In Mexico last 
year than in 1994. says IMS, 
which predicts that volumes 
will finally be restored to 
former levels by 2002. 


Drugs companies have, 
however, made price 
in Mexico. Initially, they 
introduced heavy discounts 
to try to encourage sales 
in a declining market Prices 
fail by 16.2 per cent in 
1995. But prices have since 
risen by 2R8 per cent in 1996 
and 19 St per cent in 1997, 


outstripping inflation. ' 

But IMS forecasts declin- 
ing prices In real terms this 
year. 

Meanwhile, the imposition 
of strict fiscal measures 
caused a sharp slowdown In 
prescription drugs sales in 
Brazil arid Argentina, to 2 
per cent and 4 per cent 


Thus, the double-digi 
growth seen in all three < 
the leading Latin America 
drugs markets in recei 
years has now ended. 

Elsewhere, the boost to U 
drug sales provided by th 
take-off in television adva 
rising continues. Sales c 
central nervous syster 
drugs. Including anti-depres 
sants and sedatives, grew b 
18 per cent in the year t 
April or $25bn. 

This class now account 
for a fifth of all prescriptio: 
drug sales in the US. wit 
Prozac still the bestseller. 

Meanwhile, growth acres 
the five main Euro pean mm 
kets remained at 5 per cent 
taking the region's tote 
spend to $494bn. 

The Japanese marke 
declined by 3 per cent, wit) 
the greatest falls, of 7 pe 
cent, in anti-infectives am 
respiratory drugs. 


WTO declares Japan’s fruit import tests illegal 


By Ktuzem Merchant in Tokyo 


Japan's ministry of 
agriculture yesterday 
declined to comment on a 
World Trade Organisation 
interim ruling that its tests 


walnuts and nectarines act 
as an illegal trade barrier. 
The WTO’s dispute settle- 
ment panel, which Issued 
the interim ruling in favour 


of US fruit importers, will 
issue a final decision in 
October. 

Charlene Barshefaky, US 
trade representative, said: 
“The WTO case reflects our 
concern about Japan’s use of 


agricultural products." 

Japan demands repeated 
testing of existing quaran- 


tine treatments each time a 
new variety of an already 
approved product is 
exported, she said, adding 
that the additional testing 
had “no scientific basis and 
serves as a significant bar- 
rier to market access". 

US exporters are likely to 
welcome the decision, which 
win assist their attempts to 
penetrate the Japanese mar- 
ket. Japan opened Its mar- 


kets to US Golden Delicious 
and Red Delirious apples in 
1994 after intense pressure 
from Washington. But after 
healthy imports of 8,935 
tonnes of apples in 1995, 
worth Yl_46bn (Sl0.4m), sales 
sank to 105 tonnes last year 
(Yi7m), a fraction of the 
annual Japanese harvest of 
apples, which exceeds 
950JJOO tonnes. 

Some leading Japanese 


supermarkets have stopped 
stocking US apples. This is 
partly due to Japanese pref- 
erence for sweet apples. US 


also suffer from a widely 
held perception In Japan 
that they are soaked in pre- 
servatives for the journey 
across the Pacific. 

The US . is the biggest 
exporter of foods to Japan, 


commanding 28.7 per cent of 
the domestic market, worth 
S13.6bn in 1997,' 

notable 
successes 
have been cherries. Imports 
of which have risen from 
5,814 tonnes In 1891. when 
the market was liberalised, 
to 12,467 last year. US cher- 
ries. like US apples, are also 
less sweet than Japanese 
ones but are cheaper. 


on imported apples, cherries, groundless testing require- 
ments that serve only to 
restrict market access for US 


, , . Among the 

apples are less- sweet than imported fruit 
their Japanese rivals and 
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By David Wigtrton, 

PofiticaJ Corraspoodem 

Lord HoBJck, me Labour 
peer and chair man of United 
News & Media, is to head a 
group to conardinate the 
campaign fear sterling's entry 
into the single European cur- 
rency. The business-led 
group, to be launched in the 
autumn, is expected to *t»fcp 
over the lead role in the 


Movement, which some 
senior Labour figures fear is 
seen as too uncritically pro- 
Enropean. 

Lord HoHick is writing to 
leading companies urging 
them to endorse the group 


aud contribute to. its £i5m- 
($24. Tin) campaign budget. 
He is urging dmlrxuen to put' 
res o l ut ions to. boards sup- 
PratiBg a proraro petition 
and p™»hJipfr financial sup- 
port. Qoe of the ™m 
°f the campaign will be to 
omv ince the City of the dan- 
gtis to London’s position ns 
a fina ncial centre . if *♦<» rUr^ r 
stays ottt for too kmg. _ 

‘The group’s board, is- 
expected to include other 
pro-European executives 
s uch a s NiaH FitzGerald, 
chairman of Uhfiever, winrtg 
with representatives of the 

Ctty and mwli business. . 

Although busfness4ed T the 
campaign will have h»»irfa^ r 


from- senior members of the 
three main political parties. 

TTigrmpf fr fTTnrfo vJ tfap COOSST- . 

vative forma- chancellor of 
the exchequer; Menzies 
Campbell, dm pro-European 
Liberal Democrats’ foreign 
affaire spokesman; and Giles 
Badfeo, toe La bour chairman 
of the European Movement 
are all signed up. 

. The . board win be sup- 
ported by a team including 
Philip Gould, one of 
Labour's chief dwHnn strat- 
egists; Jane Bonham-Carter, 
the Liberal De mo cr a t s ’ for- 
mer campaign , and 

Cohn Byrne, a former aide to 
Peter Mandelson, the chief 
trade and Industry minister. 


..The team will also include 
staff from tbe European 
-Movement and the Centre 
for European Reform. 

.. The formation of the group 
■ partly reflects concern that 
the European Movement is 
seen as too sympathetic to 
feriaaltem and uncritical of 
Brussels. "Until now the 
Europhobes have been 
-allowed to paint pro- 
European campaigners as 
unreconstructed federalists," 
said a member. “This will be 
about Britain being at the 
centre of Europe but push- 
ing for reform." 

Lord Sainshury. one of the 

European Movement’s, rnafn 
financial backers, was 


Involved in forming the 
group before his recent 
appointment to tbe govern- 
ment 

Pro-Europeans have also 
been concerned at the finan- 
cial resources Available to 
Business for Sterling, tbe 
anti-euro group launched in 
June. The campaign has 
backing from businessmen 
such as Sir Stanley Kahns, 
chairman of the Dixons 

retail chain; Sir John Cra- 
ven, chairman of Lonrho; 

and Lord Hanson. “Business 
for Sterling may be the old 
warhotses of British Indus- 
try, but they are wealthy 
warhorses," said a supporter 
of the new group- 


THE ECONOMY 

Central 
bank fails 
to offer 
base rate 
assurance 


By Robert Cbote 
and Richard Adams 

The Bank of England, the 
UK central bank, warned 
yesterday that inflation is 
likely to remain above tbe 
government’s target rate far 
most of the next two years, 
despite a sharp slowdown in 
the economy. 

Publishing Its latest quar- 
terly Inflation Report, the 
Bank disappointed business 
leaders . who were looking far 
a clear declaration that 
interest rates have peaked. 

"It would be disho nest of 
me to pretend that 1 can give 
you an assurance that inter- 
est rates will only head 
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down.” said Mervyn King , 
the deputy governor respon- 
sible for monetary stability. 
"It's the inflation picture 
that will drive our decision." 

Most economists believe 
rates have peaked, although 
a sharp fell in the pound or 
unexpectedly strong earn- 
ings growth could prompt 
another change in senti- 
ment 

The Bank expects underly- 
ing inflation — gvelnding 
mortg a g e interest payments 
- to drop back towards the 
government's 2 J> per cent 
target this month, before ris- 
ing to almost 3 per cent by 
the middle of next year and 


felling back to the target 
again by niid-2000L 
This is a more pessimistic 
outlook than the Hawk pre- 
dicted in May, when it fore- 
cast that inflation would 
remain below the target for 
the next two years. The dete- 
rioration reflects unexpect- 
edly strong earnings growth 
and modest effects from the 
introduction of tbe mini- 
mum wage aid tbe govern- 
ment’s m ending 
Tbe Bank welcomed fig- 
ures from the Office for 
National Statistics yester- 
day, showing earnings 
growth bad decelerated to 5 
per cent in the year to the 


second quarter. Private sec- 
tor earnings growth Slowed 
in part because of lower 
bonus, payments in the 
financial services sector. 

But there was evidence of 
labour market tightening. 
Jobless figures showed that 
the number of people unem- 
ployed and riahnfng benefit 
fell 26,000 in July to LSm. 
The provisional estimate 
showing a rise in unemploy- 
ment in June was also 
revised to show a 5.000 fall 

The Bank warned that 
unemployment had fallen to 
a rate inconsistent with sta- 
ble Inflation. “As demand 
growth slows, unemploy- 


ment is likely to rise, reduc- 
ing cost pressures in the 
labour market." it said. 

The Bank now expects a 
harder landing for the econ- 
omy. It expects the annual 
growth rate to drop to a 
little over l per cent early 
next year, compared with 
almost 2 per cent predicted 
in May. “Their view implies 
that the economy will skirt 
with recession but just avoid 
it," said Michael Saunders, 
analyst at investment bank 
Salomon Smith Barney. 

The Bank is more pessi- 
mistic about growth because 
business surveys point to 
weaker investment. 


Siemens targets rivals in drive to sell plant 


By SbeBa Joses in Manchester 

Siemens, • the German, 
electronics company which 
last week announced the do- 
sure of Its factory in 
north-east England, yester- 
day launched a global mar- 
keting campaign . in an 
attempt to find a buyer for 
the £L2bn ($L9fon) plant 
The company, which said 
the closure was because of 
plummeting semiconductor 
prices, has sent brochures 


and -videos to 500 companies, 
including market, leaders 
such as Motorola of the US, 
F u j i t su, of Japan and Sam- 
sung of Korea. 

Adolf ScbeObe, thw plant's 
ma n a g in g director, -described 
the sale as “a first busi- 
ness opportunity for other 
manufacturers". . - . 

It was open fo “imagina- 
tive solutions’' and wel- 
comed any serious approach. 
"There is no point talking 
about a price at this stage, 


as it will obviously be tbe 
major point . in any negotia- 
tions,” the company said: 

. But it feces an uphill bat- 
tle in a depressed industry in 
which Siemens is losing 
money. It has already sprat 
a year trying to find a buyer. 
' “But the difference now is 
we have got government 
support which gives it a dif- 
ferent dimension." said Ross 
Forbes, communications 
manager. 

Siemens won £44m in UK 


g o ver n ment aid to open the 
plant less than two years 
ago. It has told ministers it 
will return the money. The 
government has said Its pri- 
ority is to find a buyer. 

Siemens will start to move 
out machinery and wind 
down the factory, near New- 
castle upon Tyne, at the rad 
of next month. It is due to be 
completed on January 3L 

Mr Scheibe added: “This is 
a world-class facility which 
has the most advanced semi- 


conductor manufacturing 
equipment Our people here, 
too, are the most highly 
trained and motivated team 1 
have ever worked with. The 
marketing- • campaign has 
support from the very top.” 
The company has also 
ins t alled a marketing team 
at tire plant, including 
experts from the Northern 
Development Company, the 
Invest in Britain Bureau and 
tbe government’s trade and 
industry department. 


High pound hits film industry projections 


By ABce Rawsttot n te London 

The strength erf the pound is 
deterring Hollywood studios 
from shooting big-budget 
movies in the UK, casting a 
cloud over tbe government’s 
hopes of sustaining tbe 
revival in the film industry. 

The steep increase in US 
production investment was 
one of tbe chief reasons far 
the Industry’s resurgence in 
the mid 1990s. Hollywood 


blockbusters - including 
Saving Private Ryan, Steven 
Spielberg’s US box office hit, 
and The Avengers, the 960m 
Warner Bros picture 
released worldwide tomor- 
row - provided half of tbe 
£465m (9767m) invested in 
production last year. 

But tbe pound’s strength 
has raised the cost of UK 
filming when rival produc- 
tion centres, notably Canada 
and Australia, are compara- 


tively cheap because of the 
weakness of thetr currencies. 

Steve Norris, the British 
Him commissi oner, responsi- 
ble for promoting the UK as 
a production base for over- 
seas fllm makers, says the 
level of US Investment this 
year is lower than in the 
same period of 1997. 

“The UK still has enor- 
mous advantages in compet- 
ing for big Hollywood mov- 
ies because of our great 


studios and world-class 
crews," he said. “But the 
strong pound isn't making 
life easy." 

UK production studios 
have remained busy despite 
the shortfall in US invest- 
ment They have kept their 
sound stages busy with tele- 
vision commercials and pop 
music promotions. These 
tend to use fewer post-pro- 
duction resources, such as 
editing and visual effects 


facilities, which makes them 
less profitable. 

There is no indication of a 
long-term withdrawal of Hol- 
lywood investment 20th 
Century Fox is filming 
Entrapment, in England and 
Scotland. Mr Norris hopes 
that MGM/UA will film the 
□ext Janies Bond movie in 
the UK this year. 
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Pioneering hairdresser is a cut above the rest 


Clive Barrett’s business was transformed 
after he opted for the -approach touted by 
a business think-tank, says Brian Groom 


C live Barrett's story 
illustrates so well- the 
impact a new manage- 
ment philosophy can make 
that it is almost too good to 
be true. 

Mr Barrett is chief execu- 
tive and majority owner of 
House of Clive Reflections, a 
chain of 18 hairdressing 
salons. His stniybegins with 
his attendance, along with 
nine other “pathfinder" com- 
panies, at a pilot saries-of 
workshops in Bristol, the 
west of England city. They 
preached the “in elusive" 
approach to business, pro- 
moted by the Centre for 
Tomorrow's Company, a 
business think-tank. 

Initially he was un- 
impressed. Each participant 
was given newspapers, mag- 
azines, scissors and glue and 
asked' to make- a collage 
showing where he wanted 
his business, to be in five 
years; Mr Barrett found it 
baring and useless. 

“1 got home quite 
unmoved but [later] I real- 
ised I had pasted on that 
board my innermost 
thoughts about what today’s 
hairdressing company 
should look Ilka,” he 
explains, •' 

Suddenly he saw that his 
business - based on a cheap. - 
fast service and successful 


| board 


for the first is yeare since Its 
inception in 1971 — had been 
declining. He consulted cus- 
toxuers and staff on what 
was needed and found the 
market had moved on. Cus- 
tomers, wanted a more styl- 
ish experience and were pre- 
pared to pay more for it 
He emb a r k ed on a costly 
. redesign of his salons. A cus- 
■ tamer care training . pro-, 
g rwnwna was Introduced and 
salaries increased.- The re- 
designed shops are taking 18 
per «nt more than the did 
ones. 

Not all the companies m 
Mr Barrett’s group had a 

Ufe-changing experience. But 
the resulte were encouraging 
enou gh to mfiiw* a fair chance ■ 
of success as the approach is 
extended nationally. 

The inclusive approach 
was first' devttoped by chief 
executives who took part in 
the Royal. Society of Arts’ 

. inquiry into Tomorrow's 
Company, the results of 
which were published in 
1396.- 

Snecessfu) companies, it 
found, focused on all. who 
contribute to the business - 
customers, suppliers. 

. employees, shareholders and 
the community - rather 
ffran . solely on profit per 
share, : v 

They defined their purpose 



Hair today? Clive Bravtt says there an no qutek.fius Jay Wftams 


and values and developed 
systems for measuring the 
development of those key ' 
relationships. 

Tbe inquiry led to the cre- 
ation of the Centre - for 
Tomorrow’s Company,, with 
founder members intending 
Unipart, the vehicle compo- 
nents manufacturer: Anglian . 
Water, a p ri vatised regional - 
water supplier; and the John 
Lewis Partnership retail 
A central tenet is that 
businesses learn' from each 
other - hence the pathfinder 
■ groups. ' 


The scheme attended by 
Mr Barrett tested four 
assumptions: that companies 
face the same fundamental 
Issues; that a company 
already knows 80 or 90 per 
cent of what it needs to 
know to improve perfor- 
mance, albeit scattered 
across the company; that the 
remaining 10 or 20 per cent 
can be learnt from other 
companies; and that if you 
gather lo companies in a 
structured dialogue, they 
will find the insights needed 
for improvement 


The participants, with 
workforces ranging from 20 
to more than 2,000, included 

subsidiaries of NatWest (the 
Insurance and Life & Invest- 
ment companies): Junghetn- 
rich, a subsidiary erf tbe Ger- 
man lift truck manufacturer. 
Ernest Ireland Construction, 
part of Mowlem; Rolls-Royce 
Military Aerospace; Wheale 
Thomas Hodgkins, an execu- 
tive recruitment firm; and 
House of Clive Reflections. 

Jungheinrich gathered 
executives for a weekend 
strategy meeting which led 
it to reduce 200 company ini- 
tiatives, on everything from 
outsourcing to process re- 
engineering, to a more man- 
ageable 10. 

NatWest Insurance Ser- 
vices, already creating a 
business excellence model, 
held focus groups with staff 
as a result of the workshops 
and Included suppliers in its 
mission document 

Some lessons have been 
learnt - including the impor- 
tance of the chief executive’s 
foil backing of the scheme. 
Lack of formal structure, it 
was found, frightened some 
companies. But there lay the 
opportunity too- Mr Obolen- 
sky quotes William Blake: “I 
must create my own system, 
or be enslaved by another 
man’s.” 

Mr Barrett could not agree 
more. “There are no quick 
fixes or simple formulae. We 
had to invent oar own, 
involving all our people.” 


Would-be 

students 

avoid 

traditional 

subjects 

By Stow Target!, 

Eda ci tioa C o n asp o nd nt 

Universities are facing an 
exodus of students from 
mainstream academic sub- 
jects as the market booms 
for more vocational and 
combined courses, the Uni- 
versities and Colleges 
Admissions Service reported 
yesterday. 

Some universities are 
scrapping traditional courses 
such as architecture ami the 
physical sciences and 
starting courses designed to 
appeal to students paying 

£1,000 I91.650>-a-year tuition 
fees for the first time tins 
year. 

Several former polytech- 
nics (colleges outside the 
university system) which 
have been given university 
status will be offering 3 
wider range of courses than 
traditional universities by 
1999. 

They are trying to broaden 
the definition or higher edu- 
cation by embracing non-tra- 
ditional subjects such as 
hospitality management, 
physiotherapy. media 
studies and tourism. 

In a survey of university 
applicants, Ucas found that 
engineering suffered a 2B.7 
per cent drop in applications 
over three years, falling 
from 122,332 in 1996 to 87.239 
in 1997. 

The physical sciences saw 
a 25 per cent drop and the 
biological sciences fell by 
12.6 per cent. Professional 
courses also suffered, includ- 
ing medicine and dentistry, 
down L7 per cent and archi- 
tecture. down 31 per cent. 

But combined courses, 
frowned upon by academic 
purists, have grown in popu- 
larity. Courses which com- 
bine science with a social 
studies or arts subject have 
sera a 31 per cent increase 
in applications within one 
year, rising from 44,557 in 
1996, to 60,026 in 1997. 

Business and administra- 
tive studies saw an 8.6 per 
cent growth in applications 
between 1996 and 1997 and. 
after social studies, remains 
the second most popular 
subject group. 

Tony Higgins, chief execu- 
tive of Ucas, said the “move 
away from traditional sub- 
jects" could be tbe result of 
a preference for candidates 
with more vocational qualifi- 
cations. 


NEWS DIGEST 

NORTHERN IRELAND 

$2m package unveiled to 
help victims of violence 

A Cl .3m ($ 2.1 m) fund to help the victims of violence in 
Northern If eland was announced by the UK gove rnment 
yesterday. Adam Ingram, minister responsible for victims 
of violence, did not rule out the possibility of money going 
to relatives of terrorists but said decisions would be made 
on the basis of each application. The package includes an 
educational bursary schema worth £250.000 to provide 
assistance for children and young adults who have lost 
parents: Elm towards support to victims suffering financial 
hardship; and £60.000 for schemes to help the young, 
elderly, housebound and disabled. Families Against Intimi- 
dation and Terror welcomed the initiative. Victims of 
Trauma, another support group, cafled for the aid fo be 
made available to all victims, including relatives of mur- 
dered terrorists. 

PAY TELEVISION 

Flextech granted review 

Flextach, the pay-TV group, was yesterday granted a judi- 
cial review {the right to make a legal challenge] of a ruling 
by the Independent Television Commission that changed 
the way cable and satellite channels are sold. Flextech, 
owner of channels including Living rad Bravo, is chatting- 
ing toe tTCs decision to ban agreem en ts mat forced cus- 
tomers to subscribe to large numbers of channels. The 
news came as Sir Robin Biggam, chairman of the ITC, 
said he was prepared to talk to Flextech to clarify the 
watchdog's ruling. In papers lodged at the High Court ear- 
lier in toe week, Flextech said it had been unable to clarify 
the implications of the ITC's ban, despite reported 
requests. Cathy Newman, London 

FOOD SCARE 

Research ‘was misleading’ 

The furore over the safety of genetically modified foods 
that broke out this week was based on misleading 
research, it emerged yesterday. The Rowett Research 
Institute said that Dr Arpad Pusztai. the scientist who had 
supervised the study, was suspended from the project and 
would now retire from the institute. “The institute regrets 
the release of misleading information about issues of such 
importance to the public and the scientific community," it 
said. 

The findings, which had prompted demands by some 
politicians for a ban on the sale of genetically modified 
foods, were greeted as the first evidence that genetically 
modified foods could be harmful to health. The research 
suggested that eating potatoes modified with a gene that 
produces a powerful insecticide could damage toe 
immune system of rats. Vanessa Houlder, London 

PRIVATISED TRAIN COMPANIES 

Watchdog seeks improvement 

John O’Brien, the rail franchising director, has ordered 
train operating companies to submit detailed action plans 
to improve their performance. The move coincides with 
publication of new figures by the Office of Passenger Rail 
Franchising, toe industry regulator, showing a widespread 
deterioration in punctuality and continuing customer efis- 
satisf action with services on toe privatised national net- 
work. Mr O'Brien praised increases in service frequency 
and seat capacity by some operators. But he said that 
OpraTs latest quarterly performance monitoring showed 
punctuality had declined on 48 routes and had improved 
on only 16 in toe year to June 27. John Griffiths, London 
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» tea proposal ol the teghw bidder. ASs. M e net table and has no obbgafan to f» pmticipBrei « the watm m tha mrent 
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MANAGEMENT AND TECHNOLOGY 


TECHNOLOGY SOLAR REFLECTORS 


Experiment blurs the line 
between night and day 


Miranda Eadie explores the Russian plan to launch a giant mirror into 
space so sunlight can be reflected on to dark comers of the globe 



lit is the stuff of tabloid 
sensation: a Russian 
I experiment to “light up 
the sky" from space. 

When news of the project, 
planned for November, reached 
the Bri tish popular newspapers 
last month, their reaction was 
typical or the mid-summer “silly 
season". when news is scarce. 
Doom-laden warnings of a future 
where "Man plays God", night is 
banished and the planet's ecosys- 
tem is imperilled by “mad profes- 
sors” duly followed. 

The Russian scheme may 
sound like pie-in-the-sky, and 
there Is plenty that can still go 
wrong, bat it is serious. They 
intend to direct a giant beam of 
sunlight from a 27 m -diameter 
solar reflector orbiting in space 
on to selected cities, including 
London. Frankfurt and Brussels. 

The spot of reflected light. 


about fikm wide, would shine on 
each city for five minutes and 
would be as bright as 10 full 
moons. If all goes well, it will 
happen just before dawn on 
November 9. 

The experiment, known as 
Znamya 2L5, would be the second 
in a programme that aims to cul- 
minate in the launch of a space- 
based ill umina tion system con- 
sisting of a cluster of 12 reflectors 
- each 200m in diameter. 
Together these would shine as 
brightly as 100 full moons and 
could bring light to five large 
cities, according to the Space 
Regatta Consortium (SRC), a 
group of Russian organisations 
that created the project and Is 
based in Korolev, near Moscow. 

"The main aim of the experi- 
ment is to test a technology that 
win enab le both the deployment 
and control of large structures in 


space," says Christopher Fara- 
netta, deputy managing director 
of Rocket Space Corporation 
Energla's US office in Alexan- 
dria. Virginia. Energlg, also 
based in Korolev, is the project's 
main sponsor. 

The long-term aim is to light 
up cities where there is no terres- 
trial power infrastructure, such 
as in remote areas of nhina anti 
India. The technology could also 
be applied to solar sails, which 
may one day be used to power 
spacecraft on interplanetary or 
even interstellar missions with- 
out having to burn rocket fuel. 

The idea of artificial H gftt from 
space has particularly alarmed 
astronomers and environmental- 
ists. Astronomers say it would 
hinder their observations of the 
night sky. Environmentalists say 
it would disturb anfmal and plant 
cycles and upset human bio- 


Znamya 2.5: how the giant reflector will work 


The Znamya 2-5 reflector is made 
of a very thin (seven microns 
thick) aluminised plastic simflar to 
Mylar, an extremely tough 
synthetic fabric, and will be 
folded into a small package for 
transportation into space. 

Once in position, the reflector 
will be spun as it is released. The 
centrifugal farce should enable it 
to unfurl into a flat surface with a 
very large area. 

Cosmonauts will observe the 
deployment from a safe distance 
onboard Mir, and then use 
teleoperation to point the 
reflector at specific targets on 
earth. They will control the 
reflector much like a stage hand 
controls a giant spotlight” says 
Energla's Mr Faranetta 

By carefully controlling the 
angle of the reflector, it should 
be possible to keep light shining 
on one city for a particular length 


of time. The reflector will be 
orbiting Earth at something like 
27,500kph, and If toe angle was 
not constantly altered to 
compensate for this movement it 
would resemble a star or satellite 
which would simply flash as it 
passed overhead. 

This is what, happened during 
Znamya 2 (pictured), the first 



experiment in the programme, 
which took place in 1993 and 
prompted many reports of a UFO 
sighting. This time, besides 
controlling the pointing, we are 
trying to get the word out before 
the experiment takes place so 
people are not surprised by what 
they see,” says Mr Faranetta. 

With a 27m diameter, the . 
reflector on Znamya 2S wfll be 
5m wider than its predecessor, 
and Its panels wfll be bellied at 
the edges to prevent gaps 
appearing when it is deployed. 

The next stage, Znarrrya 3, will 
involve a 70m solar reflector with 
an Integrated, rather than 
divided, design. SRC believes it 
should be ready for flight by 
2000. The final system, with toe 
duster of 12 reflectors, should be 
ready sometime between 2003 
and 2015. 

Photograph:. Energia 


rhythms. Some even fear it 
would cause the Arctic ice to 
melt. The UK's institution of 
Lighting Engineers, which pro- 
motes better lighting for safety 
and comfort, says the concept is 
"polluting and un natu ral**. 

But Vladimir Siromiatnikov, 
Energla's technical engineer for 
the mission, says such com- 
plaints are based on "hysteria 
and ignorance". He has set up a 
web site (http:llsrcjpace.ru ) to 
clarify and defend the project 

“ During the November experi- 
ment, illumination will be carried 
out for a very short period oT 
time [approximately three to five 
minutes] and only during the pre- 
dawn hours, thus posing no 
threat whatsoever either to the 
■ environment, to the population, 
or, mare especially, to those 
involved in celestial observa- 
tion." says Prof Siromiatnikov. 

Any future space-based illumi- 
nation sy ste m would most proba- 
bly be used initially in the polar 
and sub-polar regions during the 
polar night “day-hours”. He says 
astronomers do not usually 
observe the night sky at Urn 
time. Because ill uminat ion would 
occur before sunrise and after 
sunset - when there is already a 
lot of outdoor activity - it should 
not pose any threat to human, 
biorhythms or other events, he 
says. 

As for the Arctic ice. Prof 
Siromiatnikov says the tempera- 
ture rise within the illuminated 
area (compared with that caused 
by the moonlight) is nominal, 
since the cumulative size of the 
illuminated areas is infinitesi- 
mally small on the global scale. 
The moon, he says, contributes to 
an approximate 0.1“C increase in 
the earth's temperature. 

The Znamya 2£ reflector will 
hitch a lift on the automated 
Progress Cargo Vehicle (Progress 
M-40) when it takes supplies to 
the Russians' Mir space station 
in September. It win be deployed 
several weeks later when the 



Progress M-40, carrying rubbish 
away from Mir. is undocked (see 
panel). 

Preliminary estimates show 
that an experimental illumina- 
tion system from space could 
bring profit in two to three years. 
But tins assumes that ex p enses 
on conventional lighting in big 
cities covered by the service 
could be halved. 

Prof Siromiatnikov says the 
probability of the final part of tire 
project being realised depends 


largely on finance. One of the 
or Znamya is is to encour- 
age other organisations to invest 
So far the. European Space 
Agency (ESA) and the French 
space agency (ONES) have shown 
Interest' 

Mr Faranetta believes realisa- 
tion also depends cm the environ- 
mental impact. “If it was proven 
that there would be a negative 
environmental impact the project 
would not go ahead," he says. 

Mr Faranetta is adamant that 


it is worth developing the tech- 
nology being tested on Knaraya 
2JS. It would solve two of tire big 
problems that have held up the 
use of large structures in space: 
how to deploy them and bow to 
control, them. "Once this has 
been mastered the technology 
will have several applications - 
for example on solar sails, on 
gbmt space telescopes, and even 
on satellites being used to 
produce power from space." be 






At many German 
I manufacturing com- 
panies. the machine 
shop is considered sacro- 
sanct But not by Heinrich 
Fischer, a no-nonsense Swiss 
manager who has led the 
effort to sharpen up the sub- 
stantial parts of German 
industry under the control of 
Saurer, the Swiss company 
that is the world's biggest 
textile equipment group. 

Mr Fischer, Saurer's chief 
executive since late 1996. is 
considering plans to spin off 
as a management buy-out 
the machine-shop operations 
of Schlafhorst. Ibis is the 
MOnchengladbach-based 
spinning machine maker 
that Saurer bought in 1991. 
almost crippling the com- 
pany before last year when 
it was restored to profits 
after several years of losses. 


MANAGEMENT TURNAROUND AT SAURER 


F olio wing an innovative thread 

Peter Marsh looks at the restructuring that transformed the world’s, largest textile equipment group 


While many industrial 
companies, particularly in 
Germany, consider machin- 
ing to core to their 
operations, Mr Fischer says: 
“I don’t know about strate- 
gic [machined] parts. I know 
only of parts that can be 
made for a lower cost” 

This illustrates the tough 
approach of Saurer to put- 
ting Schlafhorst. along with 
the other divisions of the 
company, back on their feet 
In 1995 Saurer suffered a 
SFr58m ($38m) loss on sales 
of SFrl.7bu, much of this 


due to a long slump in the 
textile equipment industry. 
Another factor was over- 
manning and poor labour 
practices in many of 
Saurer’s manufacturing 
operations. 

to the early 1990s, Saurer 
was considered one of 
Europe’s sickest industrial 
companies. Many of the 
problems were linked to 
Schlafhorst 

During the late 1980s, 
Schlafhorst was considered 
one of the world's most pow- 
erful textile machine 


makers, with annual sales 
reaching DMtGbn ($880m) in 
1988. But Saurer’s takeover 
of the company came just as 
the world's textile equip- 
ment Industry plunged into 
its worst recession since the 
second world war. 

Saurer's textile machine 
division today accounts for 
three-quarters of Saurer’s 
total SFrLBhn turnover. It 
also makes vehicle gear 
boxes and supplies surface 
treatment services in divi- 
sions run independently. 

In textile machines, the 


company concentrates on 
systems for spinning or 
twisting yarn. Some 90 per 
cent of Saurer's manufactur- 
ing of . this machinery is in 
Germany. The rest is based 
mainly in Switzerland. 

The better times at 
Schlafhorst and Saurer’s 
other German subsidiaries 
have contributed to a profits 
turnaround at the group. 
Last year Saurer's net earn- 
ings leapt 158 per cent to 
SFrl31.2m from SFr508m in 
1996. The company's shares 
have jumped 70 per cent 


against the rest of the Swiss 
stock market over the past 
two yearsL 

Mr Fischer was brought to 
Saurer by Ernst Thoxnke, the 
Swiss “company doctor” 
who revamped the Swiss 
watch industry in the 1980s. 
Both men joined the ailing 
textile machine maker in 
1995 from Oerlikon -BQhrle , 
the Swiss industrial con- 
glomerate. At Saurer, Mr 
Thomke acted initially as 
both nhairmap and chief 
executive before passing an 
day-today responsibHity for 


running the company to Mr 
Fischer. 

The new approach sharp- 
ened the divisions between 
the different parte of Saur- 
er's textile machine building 
operations. This fitted in 
with making individual 
parts of the company more 
responsible tor development 
of specific machines and tor 
sales, says Mr Fischer. 

Another tactic was to 
reduce fixed costs by selling 
-parts of the manufacturing 
operations. Three divisions 
at Schlafhorst, employing 
300 people and involved with 
packaging and making 
power and control systems, 
have already been spun off 
to management buy-outs. 
The machining activity, 
employing 1,000 people, will 
probably follow in the next 
two years. 


linked to this has been a 
policy af “outsourcing" pro- 
duction of many of tire com- 
ponents used in Saurer's 
machines. The group has 35 
new suppliers, mainly In 
Italy, Portugal. Spain and 
the Czech Republic, where 
manufacturing coats are 
lower than in Germany and 
Switzerland. 

The changes have meant a 
lot of “partnering’* with sup- 
pliers. "To make outsourcing 
work, you need not just good 
negotiators but intelligent 
engineers," says Mr Fischer. 

With these changes have 
come big employment reduc- 
tions and increases in 
innovation. 

The company promises 
that from the end of 1999, 80 
per cent of Its equipment 
sales will come from prod- 
ucts less than two years. old. 


CONTRACTS & TENDERS 


ROMANIA 



PRIVATISATION COMMITTEE OF BANC POST S.A. 

shareholder and accortfrog 
teOwnenUpFtaw, 

— . — ■ — -y.— 1 r-.— ■* •— uv, m uHMiy oMiHdunaa, — , w »w v* mm mu, Announces the sole of the 

shares benenaaliy owned in the banking company BANC POST SA. ajsunst downpaymetii, in keeping with the nrivansatkn strateev approved bv 
Govenuneitt Deaskm no. 43511998. 

Tbs privatisation strategy adopted provides for the imptementapoc of die privatisation procedures in two an gst- as follows: 

* Stage One - calendar year 1998 

3 sak(fapad^ifmimnmi4fttffoBaiftiBacda&a^ihoB&&aantgpmimKlApmdaudiaKaon: 

■ Slag: Two - calendar year ! 999 


public offering on At domestic capital market 

Far the B A NC POST SA. a Privatisation Oomm i n ee has been ap p oin te d by Government Decision. The financial Advisor is the Comorficm 

composed of ABN AMRO Secunues, Ftawatertx»seCbopas, CEffard Charge and Nes*x & >fcstoc 

The sha re pjgfamc of up to 459; is destiwd » be acquired by two investoc, Hxfivktoally or in canon, and prepared 10 become active sharehokters and to 

stqipott the Bank m devekptng is activities m the Romanian rnatka for fmandaFtetvioeL 

... . — .. mRoniai]^Bacbanest,BdIjbertalinci8, sector 5. 


lta: <401)40011128 

□ Nunier of shares issued: l(M.10Qj073alap*vakieofROL LOOOapkce. 

□ Structure of die steuehokfingsas of 30 June 1998: ' 

° 70% benefiaiDy owned, on tehalf on the State, by ti*i Sua; Ownasiap Rmd ; 

3 3Q% owned, m etyal proportions (6% each), by me financial grestments companies ("SUV}- 
a Re&H netwnric : 113 own outlets ia tbs man uttan camcs and 2500 post offices providing banking services. 

□ Thrower 1 January - 30 June 1998 : ROL 897 ,05134 raDioo. 

□ Profit and las account faccotrfing to IAS. ROT . 



1996 

1997 

1998(30 Mm) unjudked 

Profit, pre-tax 

264061 

370193 

1324)86 

Prafo, aiWr-m 

209.781 

163932 

80940 


□ Auditor : DeJoine & Touche. 

□ The iWeiEgtcd nwsois are invited to their interest in written fccnx through tabs of intent comprisiiig a. least tbe following infbnnsiioiE 

>} iefadificatun of lbs nmnalflegl person; 

b) profile rfacrivity, main fines of business and volume of fauaness tarried out over the last year; 

S! °fW « OS nxM taxst audited Annual Repent and Accounts; 
d) see of the so&dfcsd share package. 

Mm&o&k CmmUeetfBANC POST 
AOena^MrsJ^^tmUodu, Charpa-mt 
t*> State (hmerstapPmad 

fflSw ) 3 UJ §$2 


ot the teoda-boofcBccoifitional rota 

Bating buying pmpoals. drawn upacra^ngtoiterequinraeng of the tender book, win be accqaiBdiMiffl39S^<enibg'19ilg. 


Cholesterol test 
to help predict 
risk to heart 

A test due to be launched in 
North Carolina next mon th 
will allow doctors to predict 
exactly which patients with 
higher than normal 
cholesterol levels are at risk 
of heart disease and who 
will benefit from 
cholesterol-towering drugs, 
writes Baabeth 
j Sweetenham. 

Cholesterol, a substance 
Important for cefl 
membranes. Is transported 
around toe body in tire form 
of lipoproteins. These are 
particles with a core, made 
up of cholesterol and .. 
triglycerides in varying 
proportions, and an outer 
wrapping of proteins used to 
target different locations. 

In the 1940s, it was 
recognised that there were 
three (Afferent classes of 
lipoproteins, classified 
according to lipid content 
high density lipo p roteins 
{HDLs),. low density 
lipoproteins (LDLs) and very, 
low density lipoproteins 
(VLDLs). 

Traditionally, cholesterol in 
the Wood in the form of 
HDLs is thought to p rotect 
against heart disease, while ' 
cholesterol in the form of - 
LDLS or VLDLS is 
considered a risk factor. 

But that does not explain 
why half the people who 
develop heart disease have 
“normal” HDL and LDL 
cholesterol levels, while 
many people with 
unfavourable cholesterol 
levels do not experience 
problems. 

Scientists now think that 



TECHNOLOGY WORTH WATCHING 


foefividutes who appear at 
first to have comparable 
levels of LDL and HDL may 
have different risks of. Heart 
disease due to underlying 
differences in tire sizes of 
these particles. 

More recent studies have 
shown tost VLDL, LDL and 
HDL can be further broken 
down into a continuum of 
different-sized particles that 
have varying associations 
with heat disease. 

A technique known as 
pro to n nuclear magnetic 
, resonance (NMR) 
s p ectroscopy, developed by 
North Carolina-based 
UpoMed, produces a 
detailed read-out of an 
individual's distribution of 
the different cholesterol 
subclasses. Using the 
technique, VLDL can be 
broken down into she 
different-sized particles, LDL 
into four sizes and HDL Into 
five sizes. 

The technique mtfees use 
of the phenomenon that 
when a serum sample b 
exposed to a strong 
.magnetic field the radio 
signals produced by 
triglyceride vary fri frequency 
and shape according to the 
si 28 of the lipoprotein 
particles they are packaged 
into. 

In a recent study, James 
Otvos. professor of 
bio ch em is try at North 
Carolina State University and 
inventor of the technique, 
and colleagues explored 
whether NMR-derived 
Upoproteto s u bclass levels 
could.be used to predict the 
severity of coronary artery 
disease. 

Of 158 men having their 
arteries Investigated after 
chest pain, they found that 
those with relatively high 


levels of either small HDL or 
large VLDL particles were 
three to four times more 
likely to have extensive 
heart rfsease than other 
men. 

Next, the researchers plan 
to compare the effects of 
different cholesterol lowering 
drugs on the different 
subclasses. ‘Now we 
understand that not ail LDL 
particles are equal and that 
the small ones seem worse, 
we want to use drugs that 
do a good job at lowering 
these," says Prof Otvos. 
UpoMed, US; tel 919 212 
1999, web 
wwwJipopmnie.com 

Ventricle pump 
may lift chances 

Each year, thousands of 
heart-failure patients wait for 
donor hearts. Not only must 
they remain In hospital beds, 
attached to cumbersome 
machinery, but often the 
equipment is not enough to 
keep them alive, writes 
Gabriele Marcottl. 

Anew mechanical 
pumping Instrument, tire 
electrical Left Ventricular 
Assistance Device, could 
Improve their chances of 
survival and enable them to 
go home. 

The LVAD, about the size 
of a handheld earners, is 
surgically Implanted. It is 
connected to an outside 
power source (a lightweight 
battery pack worn around 
the patient's waist} by a thin 
cable and, fn effect, replaces 
the left ventricle by. pumping 
blood through the body! ' 

“It not only helps extend 
patients' lives but also 
allows them to rehabilitate 
physically so that they are 


better able to tolerate the 
heart transplant surgery 
when It finally occurs," says 
Michael Acker, of the 
University of Pennsylvania 
Medical Center, which 
developed the LVAD. 

Dene Giaccone, University 
of Pennsylvania: US, tel 215 
662 2098, e-mail 
dgiaccan&mafi. med. 
upenn.edu 

Nanotubes come 
in longer version 

Nana tubes are strands of 
carbon molecules with 
unusual properties that have 
generated much excitement 
In scientific communities. 
But, until now, there has 
been no way to produce 
nanotubes that are more 
than a fraction of a 
millimetre long. 

in today's Nature, the 
international science journal, 
a team of Chinese 
researchers announce that 
they have made nanotubes 
that are up to 2mm long. 

The same method - which 
Involved passing acetylene 
in nitrogen over an iron-silica 
catalyst - could produce 
even longer nanotubes, 

The researchers, from the 
Institute of Physics of the 
Chinese Academy of 
Sciences in Beipng, say that 
very long nanotubes may be 
useful in the probe tips of 
scanning tunnelling 

microscopes, field emission 
materials and nanotube* 
reinforced materials. 

Chinese Academy of 
Sciences: China tel 
861062582075 ; e-mail 
zwp&rftephy.iphy.ac.tt 

Vanessa Houlder 
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apocalypse season 


Andrews is brought down to earth from virtual 
realty by this week's crop of new releases 

5611188 ™ ^ Wf Bedeman the film's tttfe refere 
m°nstera and meteors? The to the doonitary Utopia Oat grew op 

SS?; J^SPSSS . ^ ^ tot a place. It's a state of ndnd- 


■ fmniirfi is Kn » +1,-. i - , — tw . •«» «u t a puax, ua a auue Ul nrma 

®? oniQity mnses John Wood as “the retired com- 
“ Blantlsm 80(1 »ut*r,’ a sort of flit-through chorus 
Mp ntflism have always gone together figure. ■ 

^ Sbosily We got this point from Baines’s 
‘ book, without. too much rmdging. In 

JZt*S“SL itoibnte direct cause and the film we are nudged black and- bhie.- 
S tbat ?** Bauou TOti* ov& «npha<ris rife we want to 
Sd ^ two-year- protest in Sybil Fawlty tones “Oh yes. 

Ota rvettgfu, were actually rendered ... 

feebler by the 1998 Silly Apocalypse ........... 

season. But the plodding ineffectuality METROLAND . 
of these fflms about on-digitised, un- Phffip Savffie 

cataclysm'd, everyday humans may be 

^wn in part to an epoch so hyped on pypg BAYDH ~ 

the large and bokey that it can no 

longer encompass the small and Uifrmi o n s • • 

detailed. Who canes about reality in the « 

wacky, fun-filled immensity of virtual RBEUGHT 

J WfBam Mfchofeon 

No wonder present-day films can .! 

seem like yesterday’s, nervous and RAMS RELATH1 

antediluvian as they fumble for mod- 

era relevance. Metroland, directed by 1,1111 lu " ,r 

TV veteran Philip Savttle and onenixur — : - - 

in Britain next week, turns Julian MAJORETTES IN SPACE 
Barnes's spry satirical novel on British FtenQOiS Ozon, Bnsie RoUand, 

Pferre s »lvad<irt 1 David Fourier 

colour - into one of those ooh-la-la 

1950s Rank Organisation romps where we k-n-o-uT as SaviBe and screenwriter 
Dirk Bogarde, say. discovered Fr ench Adrian Hodges hivmr the freedom 
girls, and where the humour and self-expression of the world's Bohemias 
Technicolor were both doBoped cm as if - quinlessentialised by Paris - versus 
from a sauce bottle. the metronome orderliness of life in 

Christian Bale is our hero here, bun- Britain’s answer to Stepfbrd. 
died through a sexually troubled Lively performances h«»ip, especially 
schoolhood (“Are you trying to queer from Elsa Zylberstein as Bale's Paris 
me, sir?") and vodka-swilling lale ado- girlfriend, all toa«Hng gig gles and scat 
lescence before settling down in Metro- line-readings. But the film’s lumpy 
land. Here he feels the onset of tmor style and structure ppd up rendering it 
subitrbiae. When wile Emily Watson as fogeyish as its target Metroland is 
asks “What have you got to panic not so much a spoof, more an epitomi- 
about?,” be answers “Nothing, that’s sation, of the. Metroland spirit, 
what worries me.” The consequence is. For serious ensto, however, you need 
he goes into an extended flashback Eve’s Bayou. Inexplicably lauded in 
(and do we mean extended) about a some quarters, this 196Qs-set saga of 
last-fling, post-school Paris sojourn, black familial to rment is like Mourning 
This sequence lasts so long that we Becomes Electro without the jokes; or 
wonder if the projectionist has mistak- tike a Toni Morrison novel that has 
enly threaded an out-takes reel from ruptured itseff while trying to turn into 
Tony Hancock's The Rebel. a TV soap opera. Sfctat rumble and 

Then Bale returns to life in leafy winds sough in the Spanish moss as 
North London. For those bora since the' suspicions multiply in an Afro-Lonisi- 


anan dynasty. Is dad Samuel L. Jack- 
son having It off with a neighbour’s 
wife? Did he abuse his pubertal daugh- 
ter? Did her 10-yeamkl sister see any, 
or all. of this? And where was Dr Kin- 
sey when the deep south needed him? 

The film Is murderously slow. Act- 
ress- turned-director Kasi Lemmons 
{who played Jodie Foster's friend In 
.The Silence Of The Lambs ) must have 
watched Bools as a child. Messages are 
spelled oat for the deaf. Music and 
weather are both made ominously 6 
pnpqs. And crucial scenes are usually 
fiasbbaeked twice, so that if we miss 
them the first time we can be nudged 
or woken by a considerate friend for 
the- reprise. - 

No comfort, alas, than Firelight, the 
directing debut of pl aywri g h t William 
Shadaalands Nicholson. He screen- 
route this tale tf a comely young Swiss 
woman (Sophie Marcean) who Is hired 
to bear a rich Englishman’s (Stephen 
DfiJane) i*hiM and then returns years 
later, defying her contract to re-stake 
his flame and tend their unsuspecting 
daughter. 

The film has been on tbe shelf so 
long that the distributors have forgot- 
ten to update tbe press notes. These 
aimnnnwi that. “Li* W illiams (s u p port - 
ing actress) stars in tbe Royal National 
Theatre’s production of Skylight which 
transfers to New York in the fall of 
1996.” Williams is now two years older 
and so are we all, helped on by this 
movie that ponderously patch-quilts 
bits of other films and texts - French 
Lieutenant's Woman, The Piano. Jane 
Eyre - and even then does not have 
enough material to fill 107 minutes, let 
alone a screen wide enough for Law- 
rence Of Arabia. 

Gang Related is more watcbable, 
just. “This is no way to repair a mar-, 
riage” says policeman James Belushi’s 
deep-bleared wife as he rises before 
dawn for another hard day’s graft and 
corruption. His oft-repeated motto is. 
“You should never lose your sense of 
humour.” But though full of good lines, 
this mazy, cynical thriller from writ- 
er-director Jim Kouf finds its wit con- 
stantly rolling out of view like an 
errant coin. 

Spare-time drug profiteers Belushi 
and partner Shepac Kapur go into 
panic mode -when a dealer they kill 
turns out to have been an undercover 



Not so much a place as a state of mind: Christian Bate and lae Ron in ’Mstroland' 


Drug Enforcement agent. Back in cop 
unif orm they interview the “usual sus- 
pects” before deciding to frame bearded 
hobo Dennis Quaid for the murder. 
Then they find that like everyone else 
in the film he is not what he seems. 

The wbo-Quaid-is revelation is the 
funniest moment Kouf. who wrote 
Stakeout, is good at making the 
unimaginable plausible and at surprise 
twists that give his characters a kind of 


existential whiplash. He also encour- 
ages good chemistry - A-lcveJ standard 
at least - between Belushi and Kapur, 
the rapper-actor who by unseemly coin- 
cidence was shot dead in “gang-re- 
lated” circumstances a few days after 
filming. Perhaps this cast a shadow 
over postproduction. Lethargic editing 
and tbe piling up of Act 3 corpses pro- 
duce a “who cares” finale after a first 
hour tolerably full of “what nexts?” 


Majorettes In Space is a programme 
of five gay short films. Aunt Edna will 
love these, especially the one where a 
condom is unrolled over a standing 
member or the later film where a guy 
youth has a lapsed but graphic sexual 
encounter with a girl. No masterpieces 
here, but one minor delight in Francois 
Ozon’s .4 Summer Dress: a Rohmer-ish 
comedy about the transfiguring power 
of chance meetings. 



Shakespeare twisted to serve 
the needs of an egomaniac 


Styfeb passion end oW-feshkmed thestrirafity: Simon CaBow as Fatetaff 


THE ATRE 

ANTONY THORNCRO FT ~ 

OAdb at IftHgtit 
GHctester Festival Theafre 

Orson Welles had become 
obsessed with Shakespeare in his 
teens but it was 30 years later, 
when he had acquired a reputa- 
tion as large as his girth, that he 
put his indelible mark on the 
. canon. 

Chimes at Midnight, a re-wark- 
‘ lng of the Falstaff scenes from 
Shakespeare's Histories to show 

- off Welles to his fullest advan- 
tage. was his last great triumph, 
at least in the movie version. THe 
earlier stage adaptation failed to 
make waves and Patrick Gar- 
land's revival at Chichester is, at 

- the very least, a cariosity. 

It has erne inestimable attrac- 
‘ fioa - Simon Callow, WeDes lat- 
est biographer and his rival in 
idiosyncratic genius, plays FaJ- 
staff. He brings to the perfor- 
mance two crucial qualifies - he 
looks tbe part, like a be-whis- 
w* kered pickled onion, and, even 


more, he loves the part. Falstaff 
is a dreadful rogue; a thief, a 
ravisher, a coward and a brag- 
gart. who gets justly deserted at 
the end by his princely pigeon 
Hal. hut he is always portrayed 
sympathetically by actors. 

This is sadly at it should be - 
for if tbe audiences did not feel 
as devastated as Falstaff when 
the new King declaims “I know 


othy Bateson's prating Justice 
Shallow remembers “the chimes 
at midnight” that were so many 
decades ago, with most or the fel- 
low roisterers dead. 

Without Callow. Chimes at 
Midnight would only be worth 
seeing for the usual Chichester 
bombast - large casts, beauti- 
fully crafted 15th-century cos- 
tumes. and some striking trompe- 


The play is a re-working of Falstaffs scenes 
from the Histories originally made to show 
off Orson Welles to his fullest advantage 
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international 

Arts 

Guide 

EDINBURGH 

Edinburgh International Festival 

Teh 44-131-473 2000 

www.go-edinburgh.co.uk 

DANCE m _ 

Zumzum/Ka: Geiabert-Azzopardi 

dance company- Choreography 
by Cesc Gelabert, in 
cofeboraflon with painter 

Frederic Amat, set to a spec* 

commissfoned score composed 
and performed live by Pascal 
Cornetade; Edinburgh Playhouse; 
Aug 17, 18 

OPERA 

Don Carlos: by Verdj- Th® R °y al 

Opera in Luc Bondy’s __ 

production, with 

Aillaud and costumes by MoW^e 
BicfceL The conductor Js Bajard 

Haitink and-the ca^ includes ■ 
Kariia Msttila and TTromM : ■ 

Hampson; Edinburgh Festival 
Theatre; Aug 17 

GUMMERGLASS 

Alice Busch-Oper? Theater, 
Cooperstown ' 

Teh 1-607-547 2255 


• Falstaff: by VerdL New 
production directed by Leon : 
Major, with sets and costumes 
by John Conklin and lighting by 
Pat CoBins. Baritone Stephen 
Powell sings the title rote. The 
conductor is George Manahan; 
Aug 14, 17 

• Partenope: by HandeL New 

production efirected by Francisco 
Negrin. to Ms Oimmerglass 
debut, and conducted by Harry 
BIckeL Cast includes David 
Daniels and Usa Saffer to the title 
role; Aug 16 

• The Mother of Us Alt by Vugri 
Thomson. Conducted by Stewart 
Robertson in a new staging by 
Christopher Alderi, with sets by . 
Allen Moyer; Aug 13, 15. 18 

• Tosca: by Puccini. Now 
gtaging by the team responsible 
for last year’s Madama Butterfly: 
director Marc Lames, set 


costume designer Constance 
Hoffman, fighting designer .Robert 
Wierzei and conductor Stewart 

Robertso n; Aug IS 

GLYNDEBOURNE 
OPERA _ ^ 

Glyndeboume Festival Opera 
7efc 44-7273-315 000 
• CapficcioT by R. Strauss. 
Revival conducted by Andrew 
Davfe and directed by John Ccoc. 

The Countess IS amg by Fdtefty 

butt With toe Loncton 

Philharmonic Orchestra; Aug 14, 

i 7 LeC^°V.£Ros!irA_ 
Revival conducted by Yves Abel 
and directed by Jer6me Sava* , 
with the London Philharmonic • 

Orchestra; Aug 15, 18 


• Simon Boccanegra: by Verdi 
' New production conducted by 

Mark Elder in a staging by Peter 
HalL With the London 
Philharmonic Orchestra. The title 
role is sung by Elena Prokina; 
Aug 13. 16 

LONDON 

CONCERTS 

BBC Proms, Royal Albert Hall 

Teh 44-171-58& 8212 

• BBC Symphony Orchestra: 
conducted by Andrew Davis in 
works by Ravel/and Mozart, and 
Payne's elaboration of- the ■ 
sketches for Elgar's Third 
Symphony; Aug 13 

• Chores Day: afternoon events 

Include toe New College Choir 

conducted by Edward 

Higgtobottom at 5.30, and the 
Huddersfield Choral Society 
conducted by Martyn Brabblns at 
6.15; Aug 1.5 

• Carolina Burana: by Orff. 

Teny Edwards conducts^ 
assembled choir of 1 ,000 voices 
as the finale of toe Choral' Day; 
Aug 15 

• City of Birmingham Symphony 
Orchestra and" Chorus: ' 
conducted by Simon Raffle in 
works by Btrtwistla and • 
Beethoven. With soloists 
indurfing soprano Rosa Marwton, 
toner PhIJIp'Langridge and bass 
Willard White; Aug 14- 

• Ciiyof London Sinfonia: 
conducted by Richard. Hickox in 
works tv Mozart, Diana Burrell, 
Tavener and Beethoven; Aug 16 , 

Royal Festival Hall 

Tel: 44-171-9604242 
.Kodo Drummers: return visit by 


foe 14-strong Japanese troupe; 
Aug 13, 14, 15, 16 

EXHIBITIONS 
Barbican Art Gallery 
Tel: 44-171-638 8891 
The Warhol Look/Glamour Style 
Fashion: Includes screen prints, 
films, reconstructed window 
displays, photographs, 
Illustrations and clothing; to 
Aug 16 

NEW YORK 

CONCERTS 

Avery Fisher Had, Lincoln 
Center 

Teh 1-212-8755030 
vwwJitKOhi6enbdr.org 
• CanacflanBrass: programme 
Includes works by Bach, Mozart 
and Bizet; Aug 13 
9 Mostly Mozart Festival 
Orchestra: conducted by Cartes 
Kalmar in works by-Mozart, 

. Rossini and Schubert With piano 
soloist Alexei Lubimov and 
clarinet soloist Richard 
.Stoftzman; Aug 14, 15‘ 

PARIS 

exhibition 

Centre Georges Pompidou 
Teh 33-1-4478 1275 
www.cnac-&>Jr 
Max Ernst Sculptures, maisons 
et paysages. Around 100 
sculptures and paintings by the 
German-bom artist C1881-1976); 
to Aug 17 

SALZBURG 

OPERA 

Salzburg Festival 


thee not old man; fall to tby 
prayers”, then one of the great 
scenes in drama goes by the 
board. 

But Callow is a mite too love- 
able, both in the way he hangs 
round Prince Hal’s neck, and in 
his good natured banter in the 
tavern. He is less well-rounded in 
character than in shape: it does 
however mean that you freeze 
with him at tbe moments of 
truth, most chillingly when Tim- 


Tel: 43-662-844501 

• Don Carlo: by Verdi. New 
staging by Herbert Wernicke, 
with the Vienna Philharmonic and 
Opera conducted by Lorin 
MaazeL Cast includes Samuel 
Ramey; Grosses Festspiethaus; 
Aiig 13. 16. 18 

• Le Nozze de Figaro: by 
Mozart Conducted by Sir 
Charles Mackerras in a revival of 
Luc Bondy’s staging, directed by 
Jo3l Lauwers. With the Vienna 
Philharmonic and Opera. Cast 
includes Dwayne Croft and 

. Barbara Frittoti; Kleines 
Festspieihaus; Aug 15, 17 

• Saint Frangois d’Assise: by 
Messiaen. Conducted by Kent 
Nagano in a staging by Peter 
Setters. With the HaHe Orchestra 
and Schoenberg Choir, and a 
cast Including Jos6 van Dam and 
Dawn Upshaw; Feteenreitschule; 
Aug 16 

THEATRE 
Salzburg Festival 
Tel: 43-862-844501 

• Soon: by Hal Hartley, with 
music by Hal Hartley and Jim 
Coleman, and sets and costumes 
by Steve Roseroweig. 
Co-production with deSingal, 
Antwerp; Pemer insel; 

Aug 13, 14 

• Tnotlus mid Cressida: by 
Shakespeare. New, 
co-production with Theater 
Basel, directed by Stefan 
Sachmarm; Lehrbauhof; Aug 13, 
14. 15. 16. 18 

SANTA FE 

OPERA 

Santa Fe Opera 


l'oeil, especially the opening shot 
of Richard n tumbling to his 
death, and the well choreo- 
graphed battle scenes. 

Welles sensibly took his script 
from Shakespeare, plus a little of 
Holinshed’s Chronicles, but soon 
realised that just a succession or 
the scenes involving Falstaff 
would be disjointed, frenzied, 
indigestible. They only work 
inside tbe wider historical drama, 
the dynastic ambitions, the psy- 


chological trauma or Henry IV: 
Falstaff is a big bit player in a 
much more important story. 

So he keeps some of the non- 
Falstaffian scenes: Prince Hal 
trying on the crown white his 
father sleeps near death, for 
example, but ensures that the 
overriding effect is a hotch-potch, 
a helter-skelter tour through the 
best bits of two plays, with 
nods towards Richard II and 
Henry V. This is Shakespeare 
twisted to serve the needs of an 
egomaniac, disturbing rather 
than defining. 

Tam Williams and Tristan 
Gemmill bristle manfully as 
Prince Hal and Hotspur; Sarah 
Badel as Mistress Quickly speaks 
Falstaffs requiem with feeling: 
and Keith Baxter, who played 
Hal in the original production, 
now wrestles poignantly with a 
regicide's guilt as Henry IV. 

Some or the verse speaking is 
fuzzy, and the support acting 
limp, but Callow, like Welles 
before him, gives this mish-mash 
of an enterprise style, passion 
and a not to be despised, old-fash- 
ioned theatricality. 


Tel: 1-505-986 5900 
tvww.s 3 ratofeopdra. 0 rg 

• A Dream Play: American 
premiere ol Ingvar Lidholm's 
opera based on Strindberg’s 
play. The director is Colin 
Graham; Aug 14 

• Beatrice and Benedict: by 
Berlioz. New production directed 
by Tim Aibery and designed by 
Jennifer Tipton. Susan Graham 
wifi sing the role of Beatrice, with 
Elizabeth Futraf as Hero. The 
conductor is Edo do Waart; 

Aug 13 

• The Magic Flute: by Mozart. 
New production by Jonathan 
Milter, with sets by Roni Toren 
and costumes by Judy Levin, 
Cast includes Sheri GreenawakJ; 
Aug 15. 18 

SCHLESWIG- 

HOLSTEIN 

CONCERTS 

Schleswig-Holstein Music 
Festival 

Tet 49-431-567 080 
9 Anne-Sophie Mutter recital of 
Beethoven viofin sonatas: Kiel. 
Schloss (Aug 14). Flensburg, 
Deutsches Haus (Aug 15) and 
Lubeck, Musik- und 
KongresshaHe (Aug 16) 

• PhHharmonie der Nationen: 
conducted by Justus Frantz in 
works by Brahms; Luneburg. 
Marktplatz, Open Air; 

Aug 14 

TOKYO 

CONCERT 
Suntory Hell 
Tel: 81-3-3584 9999 


Andreas Rothkopf: recital by the 
organist of works by Bach; 

Aug 14 

VERONA 

DANCE 

Teatro Romano 
Teh 39-045-800 5151 
Kvww.arena.it 

Romeo and Juliet: by Prokofiev. 
Robert North's choreography, 
created in 1990. is presented 
here for the fust time in a 
production designed by Andrew 
Storer. Romeo and Juliet are 
danced by Benito Marcelino and 
Mia Johansson; Aug 16, 18 

TV AND RADIO 

• WORLD SERVICE 

BBC World Service radio for 
Europe can be received in 
western Europe on medium wave 
648 kHZ (463m) 

EUROPEAN CABLE AND 
SATELLITE BUSINESS TV 

• CNN International 
Monday to Friday, GMT: 

06.30; Moneyline with Lou Dobbs 
13JKH Business Asia 
1930: World Business Today 
22.00: World Business Today 
Update 

9 Business/Market Reports: 

05:07; 06:07; 07:07; 0820; 09:20; 
1020; 11:20; 11:32; 1220; 1330; 
14:20. 

At 08:20 Tanya Beckett of FTTV 
reports live from LIFFE as the 
London market opens. 
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W hen Yassir 
Arafat, presi- 
dent of the 
Palestinian 
Authority, drew a cranT) 
notebook from bis pocket 
last week, a hush descended 
on the packed Palestinian 
Legislative Council. 

Pot more a year, the 
PL£, Palestine’s de facto par- 
liament, had been demand- 
ing a Shake-up In the cabi- 
net A committee set op to 
audit the PA’s accounts had 
found mismanagement of 
hinds and corruption among 
several ministers. 

But the PLC's demands 
disguised a more general 
unease with Mr Arafat’s 
style of leadership and bis 
ability to create a demo- 
cratic state. Four years since 
his return from exile, the 
revolutionary leader, who 
was 69 this month, shows 
little willingness to loosen 
his grip on power. 

So when, with a trembling 

voice and shaking han d, Ur 
Arafat read out a list of 
names from his notebook, 
pandemonium broke out 
among PLC deputies. The 
cabinet was increased by 10 
to 28. No corrupt ministers 
were sacked. Several critics 
of Mr Arafat were co-opted a 
into the cabinet 
“What happened is neither 
change nor amendment,” 
said Kamal Sharafi. chair- 
man of the PLC's h uman 
rights committee. This does 
not meet the aspirations of 
the Palestinian people. This 
is no way to prepare for the 
declaration of the state." 

On May 4, Mr Arafat 
intends to announce the 
establishment of a Palestin- 
ian state, regardless of 
whether Israel and the Pales- 
tinians have resumed peace 
negotiations, or even regard- 
less of whether the entire 
peace process has collapsed. 

A unilateral declaration of 
statehood will allow Mr Ara- 
fat to establish an army and 
have a foreign ministry, nei- 
ther of which is permitted 
under the Oslo accords. But 
there are other aspects of 
statehood for which many 
Palestinians think they are 
ill prepared. They say that 
after Mr Arafat returned to 
Gaza from exile in Tunisia in 
1994, he failed to create 
strong and independent civil 
institutions that could com- 
plement the power of the 
state and check its excesses. 

One senior PA official 
said: “Israel does not make it 
easy for Arafat. But Palestin- 
ians are not sure where he is 


Pessimism 
in Palestine 

Fears are growing that a democracy may not be 
possible under Yassir Arafat, says Judy Dempsey 


leading them, and what sort 
of state they want to live 
to." 

A survey this week by the 
independent Jerusalem 
Media Communications Cen- 
tre showed a majority of Pal- 
estinians pessimistic about 
the future performance of 
the PA, while more than 77 
per cent had no doubt that 
the PA was corrupt. 

The small liberal middle 
class, many of whom 
remained in the West Bank 



A rafa t : revolutionary trafition 

and Gaza during the Pales- 
tinian Intifada uprising 
against Israeli occupation, is 
now anxious that too much 
power has been concentrated 
on Mr Arafat and his circle. 

“The new Palestinian 
order after the establishment 
of the PA is incapable of 
effecting a smooth and incre- 
mental process of transition 
from the logic of the ‘revolu- 
tion’ and exile to the logic of 
‘state* and civil society,” 
wrote Sad Abu-Amr, a PLC 
deputy, in the Journal of 
Palestine Studies. 

The press, for example. 
remains censored , or else 
journalists practise self- 
censorship. Television 
remains firmly under the 
control of Mr Arafat, who 
decides when it can broad- 
cast live from the PLC meet- 
ings. None of the loud criti- 
cism of Mr Arafat and the 
cabinet was shown to Pales- 
tinians. 


Local government is in 
bad shape as well, almost 
devoid of power. A PLC law 
reo nrm n m/Hnff more decen- 
tralisation and accountabil- 
ity on the local level has still 
to be implemented - pre- 
cisely because it would 
devolve more power from 
the centre. 

Even local government 
elections, scheduled to take 
place a year ago, have been 
cancelled at the behest of 
the security forces. The dec- 

The president’s 
supporters say 
he has devoted 
his. entire life 
to confronting 
Israel, caring little 
about the task 
of building the 
infrastructure 
needed for a state 


tions, say Palestinian offi- 
cials, would have shown 
growing popular discon t ent 
with Fatah, Mr Arafat’s 
political movement and the 
ruling party in the West 
Bank and Gaza. But it would 
have shown local democracy 
at work as well. 

The emergence of a civil 
society has been further 
hampered by the changing 
status of non-governmental 
organisations, which until 
the establishment of the PA 
in 1994, played an important 
role in providing health, edu- 
cational and legal aid and 
other services. The PA 
recently insisted that fund- 
ing for, and organisation of, 
the NGOs’ work must be 
centralised. Most of that 
funding is now channelled 
through the World Bank. 
But in most cases the PA 
sets conditions under which 
the NGOs most do their 
work, and this has caused 


considerable resentment^ 
among donors. 0 

The judicial system is in 
no better shape,' mainly 
becaose of a reluctance to 
unify the Gaza and West 
Bank legal codes. Gaza 
inherited a combination of 
British Mandate and Otto- 
man laws, while the West 
Bank was subject to Jorda- 
nian law. Legal experts , 
admit the 'task is huge, but 
also believe that it must be 
done if an independent and 
transparent legal system is 
to he established. 

Even Mr Arafat’s support- 
er admit that he has failed 
to develop his revolutionary 
cast of mind and cannot get 
much beyond his dream of 
an independent Palestine. 
They also say he has devoted 
his entire life to confronting 
Israel, caring little about the 
task of building the Infra- 
structure needed fora state. 

“Many Palestinians stood 
behind Mr Arafat In that 
struggle. Many stiH do. But 
it is different now. Arafat is 
back home. We see what he 
is really like,” said a 
former Palestinian peace 
negotiator. 

Mr Netanyahu's intransi- 
gence towards the peace pro- 
cess gives Mr Arafat little 
reason to concentrate on 
anything else. 

“Much of our energy is 
[spent] trying to oppose 
Israel’s expansion of Jewish 
settlements and Jerusalem 
and bouse Hftmri HH nrts ," said 
Saeb Erekat, one of the 
peace negotiators and local 
government minister. 

.But despite Mr Arafat's 
revolutionary energy, there 
is growing concern that Pal- 
estinians may dot be able to 
create a democratic state 
under his leadership. 
Although in very poor 
health, he has not desig- 
nated a successor. Infighting 
among the inner core of 
advisers suggest anything 
bat a smooth transition. 

“We were hoping." wrote 
Ghassan Ebatib, another for- 
mer peace negotiator, “that 
[the reshuffle] might he used 
by Arafat to serve a higher 
political aim: introducing 
strong, credible elements 
into the cabinet to order to 
send a message to the 
Israelis and the Americans 
that the stalemate in the 
peace process could bring 
about stronger Palestinian 
political positions. Such 
expectations have been dis- 
appointed." „ 

Lionel Barter is on holiday A 
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Soros sees G7-backed, $50bn currency board 
for Russia as only way out of crisis 


From Ur George Soros. 

Sir, The meltdown in Rus- 
sian financial markets has 
readied the terminal phase. 
Bankers and brokers who 
had borrowed against securi- 
ties could not meet margin 
calls and. forced selling 
swamped both the stock and 
the bond markets. This stock 

market had to be temporar- 
ily closed because trades 
could not be settled; prices 
of government bonds and 
Treasury bills fell precipi- 
tously. Although the selling 
was temporarily absorbed, 
there is a danger that the 
population will start again to 
withdraw funds from 
savings accounts, immediate 
action is required.. 

The trouble is that the 
action that is necessary to 
deal with a imniring crisis is 
diametrically opposed to the 
action that has been agreed 
with the International Mone- 
tary Fund to deal with the 
budget crisis. The IMF pro- 
gramme imposes tight mone- 
tary and fiscal policy; the 
hanking crisis requires the 


injection of liquidity- The government debt, rebutting 
two requirements cannot be charges of a baU^out. ■ 
reconciled without further Abduf '$501m'of reserves 

international assistance. The would be required: $23bn to 
IMF : programme had cover MI and ^27bn to ' covet 

assumed that there would be the shortfall on domestic 
buyers for ' government debt refunding for the next 
bonds at a price: as the gov- year. Russia has reserves of 
eminent proceeded to collect SIBbn; the lMF has promised 
taxes and slash expenditures $L7bn. The Group of Seven 
interest rates would come needs to put up another 
down and the crisis would $15bn to make a currency 
abate. The assumption was board feasible.' 
false because much of the There would be no bail-out 
outstanding debt was held . of the banking system. With 
on margin and credit lines .the. exception of a few instb 


government debt, rebutting help' the government to meet 
charges of a bailment- * ilk fiscal targets. . . 

Abcmf $50bn'of reserves- •Iff'tha G?.-wera wifltog to 
would be required: $23bn to put-up J15bn right away, the 


situation could be stabilised 
ejrab ; ]«rttbout a currency 
board, although it might 
take longer and the damage, 
would be greater: It wpuld 


$L7bn. The Group of .Seven, also J>e difficult to accora-. 
needs to put up another plish -a limited currency 


$l5bu to make a currency 

board feasible.' . 


adjustment without a. cur- 
rency board because . the 


There would be no bafl-out gressm^for farther devalua- 
of the banking system. With ‘thm would become irresist- 


could not be renewed. There 
is a .financing gap that needs 
to be dosed. The gap will 
became bigger if the general 


the. exception of a few insti- Ible, as it did to Mexico in ' 
tutioiss that hold public December 1994. 
deposits, banks can be - If action is delayed, the 
allowed to fend for them.- cost.ofarescue will ccaitmufi 


selves- Government -bond: 


public starts withdrawing prices would immediately 


.deposits. 

The best solution would be 
to introduce a currency 
board after a modest devalu- 
ation of 15 to 25 per cent 
The devaluation is necessary 
to correct for the decline to 
aQ prices and to reduce the 
amount of reserves needed 
for the currency board. It 
would also penalise the hold- 
ers of rouble-denominated 


recover and the sounder 


to- mount- The cost would 
have been only $7bn a week 
ago. Unfortunately, interna- 


flnanfiial institutions would tional financial authorities 
survive. . Some $40bn is held do, not, appreciate the 
by Russians, in foreign cur- urgency of the situation. The 
rencies. With a currency alternatives are default, or 
board they may be tempted hyper-inflation. Esther would 
to hoy rouble-denominated have devastating financial 
government bonds at attract and political consequences, 
five yields. If they do, the G7. 
standby credit would, not George Soros, 
need to be used. The reduc- 888 7th Ave, 
tion to interest rates would Mew York, US 

Japanese savers seek safety 


Leading by the nose? 


From Mr Osman Streater. 

Sir, It is said that over- 
credulous BBC listeners 
send orders for farm produce 
to The Archers. 1 have spent 
some Bmp looking for any 
hint of a tongue in a d»A 
either yours or the author’s, 
in the letter you published 
.from Mr G. Davies (August 
8-9) quoting extensively 
C. Northcote Parkinson's 
•‘biography" of Horatio 
Hornblower to the effect that 
Wellington, to whom 
C. S. Forester’s fictional hero 
"was related by marriage", 
was a greater leader than 
Nelson. 

A little time ago, I wrote a 
guide to waterside pubs for 
the London Docklands 
Development Corporation. In 
it I mentioned that a certain 
pub’s claim, advertised on 


the premises, to bave been 
the trysttng place of Nelson 
and Lady Hamilton, was 
rather dbubtftzL My reason 
was that the pub in question 
had been built after the Bat- 
tle of Trafalgar. . 

I was duly informed that 
had been banned for life 
from the premises and that 
the claim most definitely 
stood. Goodness knows what 
will be the fate of Mr Davies 
and, with respect, yourself, 
sir. . 

While you wait, may I 
commend to you both 
C. Northcote Parkinson’s 
equally excellent biography 
of James Band. 

Osman Streater, 

Savile dub, 

69 Kwok Street, 

London W1Y HER, UK 


From Mr Patrick O'Brien. 

. Sir, It is clear -that the 
usual economic solutions 
applied to the Japanese 
economy • do . not . work 
because the Japanese want 
security for their savings 
ra ther ttwri more consumer 
goods. 

For the last several years 
those Japanese who have 
invested their savings to the 
NYSE have achieved overall 
return s in excess of 30 per 
cent a year. The outflow ed 
money has created a specu- 
lative bubble to the rest of 
the world but lowered the 
yen on the foreign 
exchanges and destabilised 
tbefr -banks. 

The ’’ Japanese savers 
require to be offered a safe 
haven for their savings; the 
Japanese banks that are via- 


ble need recapitalising as 
well as an inflow of fluids at 
-present held 'in cash. The 
answer is to point out to the 
Japanese the risk of the bub- 
ble bursting, offer them gov- 
ernment guaranteed bank 
bonds carrying a proper cou- 
pon rate with a 25-year life, 
and denominate in both yen 
and dollars on repayment.. 

The result - will be that the 
outflow of . money : will 
reverse, the dollar will fell, 
the yen will rise, Japanese 
savers will feel safe ami start 
spending again. The Japa- 
nese hanks will start lending 
again even to the south-east 
.Asian economies now in 
recession, 

Patrick O’Brien, ■ 

2 Evening Glades, 
Femdown, Dorset, UK 


Number One Southwark Bridge, London SE1 9HL 

Wfa are fcaai to encourage lattara tati rwdarB wxti«Wa. Lattere may be hxoct to +44 171-873 5938 pet tax to tol&met 
HMMdMtoomftjtMM) lattera are aBo mefetto on ttwFT wob, sta, Mp^/WwwJT^nmTranBtaiion may beawfetotetar 
tetWRi uflttan ki mWi hwnifflJonal t^guagas. Fa* 0177 873 5038. Letters ahoufcl ba typed and not hand iwttten. 
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Fall-out in Pakistan 

The world’s newest nuclear power is facing economic collapse and the pressure 
is mounting on prime minister Nawaz Sharif, says Farhan Bokhan \ 


European & Asian 
perspectives. 



NEWS 


IFyou need to know what’s moving 
UK, European and Asian markets, 
you need AFX NEWS, the real-time 
English language news wires that give 
the latest international financial and 
corporate news. With the resources of 
owners and partners, FINANCIAL 
TIMES INFORMATION and 
Agence France-Presse to draw on, 
you know AFX NEWS will always be 
relevant, reliable and right And it’s 
available to you on-line through all 
major market data platforms, 


deliverable across your intranet, 
extranet or other network to your 
PC, NC or workstation through 
Windows, browsers and proprietary 
applications. AFX NEWS has 
reporters across Europe and Asia 
and in other key markets feeding over 
1500 news stories a day direct to your 
system. So, for independent and 
succinct reporting on economic, 
corporate and market news, contact 
AFX NEWS direct or your local 
vendor today. 


FOCUS ON INTERNATIONAL FINANCIAL NEWS 

A JOINT-VENTURE OF FINANCIAL TIMES INFORMATION AND AGENCE FRANCE-PRESSE 

AFX NEWS 13-17 EPWORTH STREET, LONDON EC2A 4DL (44) 171 253 2532 
FAX (44) 171 490 3007 EMAIL: AFX.SALES@FT.COM AND NEW YORK, USA (212) 306 6734 


F or Nawaz Sharif,. 
Pakistan's prime 
minister, May’s 
nuclear tests 
marked a watershed. “We 
have entered a Dew phase 
and, mshalloh, the next 50 
years will he different from 
the first 50. It's got to he a 
period for Pakistan to stand 
on its own feet" 

But as the consequences of 
western sanctions mount, 
the words have a hollow 
ring. No stranger to turmoil, 
Pakistan is in the grip of one 
of its worst financial crises. 
It is struggling to stave off 
default on Its $42bn foreign 
debt and, as public disillu- 
sion mounts, there is again 
talk of a caretaker govern- 
ment of technocrats to sort 
out the mess. 

That would be a stagger- 
ing humiliation for Mr 
Sharif, whose Pakistan Mos- 
lem League won a landslide 
victory to last year’s elec- 
tion. But it might come as a 
relief to outside countries, 
which are calculating the 
dangers of the world’s new- 
est nuclear power descend- 
ing into economic and social 
chaos. 

Apart from the nuclear 
tests, which conferred a 
short-lived political advan- 
tage, Mr Sharif has little to 
celebrate after more than a 
year to office. Even before 
western sanctions hit, his 
efforts at economic reform 
were producing little. Tax 
collection has been disap- 
pointing in spite of the 
appointment for the first 
time of a businessman to 
head the tax collection 
agency. And the government 
has had big rows over tariffs 
with private sector power 
producers. - 

Since the nuclear test, Mr 
Sharif's decision to freeze 
onshore foreign currency 
accounts to prevent a run on 
the banks and the central 
hank’s ti ghtening of foreign 
exchange controls have 
made thing s worse. B usiness 
confidence has been hit 
"right to the belly", to 
the words of one foreign 
banker. 

Mr Sharif has yet again 
ordered the dean-up of the 
country's public sector 
banks. The sector is reel tog 
under the pressure of about 
Rpsl57bn ($3.4bn) in bad 
debt. Much of this was lent - 
either directly or indirectly 
- by successive governments 





in the form of . agricultural 
and industrial loans as 
patronage In return fix' polit- 
ical support Critics say the 
sensitivity of some of these 
loans will prevent an ade- 
quate clean-up; even the 
arrests of a handful of loan 
defaulters has left many 
unconvinced. 

"The corrupt legal system 
will let them off," says 
the president of one local 
bank. “There are too many 
contradictions here, a weak 
government and a crisis 
too large for it to 
handle.” . 

Mr Sharif has sought to 
underline the seriousness of 
his reform by appointing 
Hafeez Pasha, a former uni- 
versity professor and deputy 
chairman of the planning 
commission, as his econom- 
ics adviser and de facto 
finance minister. But the 
change has not impressed 
many analysts. 

“This change [of adviser] 
is not going to win any new 
points -for; the prime minis - 
ter,” says Slkandar Khawqja 
of HSBC. “What will, win 
him points is improved per- 
formance of his government 
not these antics." 

The real issue, argue many 
observers, Is whether Mr 
Sharif will forcefully back 
reforms, even at the risk of 
alienating powerful interests 
in business, industry and the 
agriculture sector. 

Salman Shah, a member of 
last year’s interim govern- 
ment, sees little chance of 
that happening “When gov- 
ernments mismanage, they 
lose control. This is when 
they have no credibility, no 
capability to instil confi- 
dence and no ability to 
changed ha says ‘This sys- 


tem cannot deliver. It is 
based on crony capitalism 
and patronage." 

The prime minister’s 
apparent Inability to go 
beyond window-dressing has 
created growing support 
among middled ass profes- 
sionals for a government of 
technocrats. It is argued that 
such an administration 
could be installed with the 
backing of the powerful 
army, which has ruled the 
country for almost half of its 
history. 

But to spite of mounting 
discontent, there is no agree- 
ment about how Mr Sharif 
could be removed. He has 
used his large parliamentary 


Business 
confidence has 
been hit ‘right in 
the belly*, says a 
foreign banker 


majority to curtail the power 
of the president to sack serv- 
ing, prime ministers. And 
while there are private 
voices of dissent within the 
ruling party, there is no sign 
of open confrontation. 

Most observers believe 
Pakistan's deep problems 
cannot be solved at a stroke, 
even by a government with 
the right technocratic 'skills. 
Reforming . the -economy,, 
restructuring the debt and 
tackling some rtf the social 
-censes behind growth crime 
and sectarian, violence will 
all take time. 

“There are no half mea- 
sures which would, work 


here," says Zakir Mehmood 
of Credit Agricole Indosuez, 
the French bank. “Pakistan 
needs a major restructur- 
ing." 

, * Many analysts say that 
some of the needed' mea- 
sures, even if backed by a 
muM-billion-dollar interna- 
tional support package, 
would be hard for any gov- 
ernment to swallow. 
Required reforms include an 
overhaul of the tax system 
(with the introduction of 
direct taxes on almost all 
goods, barring a few essen- 
tial commodities), as well 
as big lay-offs in the 
grossly inefficient public sec- 
tor. 

to the absence of such rad- 
ical policies, the situation is 
liable to worsen. Washing- 
ton, which has relaxed sanc- 
tions somewhat, is clearly 
worried about economic col- 
lapse. 

Pakistan's economic and 
political well-being is seen as 
central to the goal of a more 
stable south Asia, whose 
security has been jeopard- 
ised' by the drawn-out con- 
flict ova:- Kashmir between 
India and Pakistan. Many 
analysts argue that a col- 
lapsing Pakistan would he to 
no shape to begin settling 
the dispute, a necessary pre- 
lude to ..accepting interna- 
tional nuclear safeguards. 

For all these reasons, says 
Mr Shah,' the west would be 
willing to accept the ousting 
of Mr Sharif If that were the 
price of avoiding economic 
Collapse. “The International 

community would like to 
hold fids country together, 
especially as it is now. a 
nuclear power,* he says. “It 
would be dangerous to let it 
become a basket case." 
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A touch of the 
old Kohl 


The rise of the lean machine 

More companies are taking computing power and software away from the desktop PC - known 
as ‘thinning the client’ - and distributing it around the corporate network. Roger Taylor reports 


Don’t write him off yeti Helmut 
Kohl, the indefatigable German 
Chancellor, came back from Ms 
riu nnner holidays this week, an<| 
plunged straight into the pignft^ 
campaign which most political 
observers still expect him to lose. 
Bat with just over six 'weeks to 
go before election day, the opis- 


rality at coalition g o ve rnm ent 
The Kohl regime looked 
increasingly fractions and dispir- 
ited in recent mnnft^ *nd ft has 
delivered little in the way of new 
initiatives in its four years in 
office. Its ideas are scarcely new. 
except fin- a rather worrying shift 
to the right an fa?i H * g T ' i f The 


. . ts, k s u waare eject ion aay, roe opnj- to the right an fn u ni p^tf i m The or through private co r por a te net- 
. . PhDs suggest that the lead of opinion polls say tha t, German, works to powerful computers 


I t is little more than two 
years since Larry . Ellison, 
head of Oracle, the software 
company, and Scott 
McNealy, head dr Sun Microsys- 
tems, the computer ' group, 
announced that the personal 
computer was yesterday's tech- 
nology. They launched what they 
hoped would replace it the Net- 
work Compute. . 

They made headlines by pre- 
dicting a world in which people 
would ditch their PCs in favour 
of cheap, simple devices consist- 
ing of little mote than a screen 
and a keyboard. These would be 
connected through the internet 
or through private c o rpo r ate nat- 


the opposition Social Democrats 
is shrinking; and Mr Kohl seems 
to have recovered a bit of his old 
lust for the hustings. 

Yesterday he presented the 
core of his Christian Democrat 
party's programme: a reviving 
economy, just in ti m e (alt houg h 
maybe not to get unemployment 


voters want a. change. 

The troohle is, they don’t know 
what they are going to be getting 
with the SPD. Mr T-afawtflirw still 
runs the party, but he is mis- 
trusted as too left-wing and mav- 
erick by the floating voter. That 
is why Gerhard . SchrOder. the 


more pragmatic premier of Lower their words? 


which would p e aflu nn whatever 
hg t ro cdm wore swti to 
Since then. Network Comput- 
ers have - selling fewer 

than 850.000 last year - while 
sales of PCs have continued to 
grow. So are Mr HBam and Mr 
McNealy now humbly chewing 


back below 4m), and a package of Saxony, is the SPD candidate fear 


tax reforms which were blocked 
by the SPD in the parliamentary 
process last year. Add those to a 
tough stance on law and order 
and immigration, moderated by 
the chancellor's tried and tested 
commitment to European inte- 
gration. with a strong stress on 
decentralisation, and you have a 
presentable election platform. 

The tax reform plans are a key 
dement. Germany's complex and 


chancellor. But he is bending 
over backwards to lymfcw sure he 
does not offend anyone, and he 


Not a bit of it Modi of what 
they fore ca st is sow coming true 
- although, as so often happens 
with grand prophecies, they are 


represents an unreformed party, tmmfog out to.be as inaccurate in 
The risk he runs is of being too detail as they were perceptive In 


bland to be believable. 

It is certainly still too dose to 
call the outcome, although same 
now suspect' it may have to be a 
grand coalition of SPD amd CDU, 
because neither win be able to 
forge a- majority with mmlier 


cumbersome tax system urgently partners. Mr Kohl would cer- 


needs overhaul, with too many 
special concessions designed to 
offset excessively high ma rginal 
rates. Mr Kohl is promising a cut 
in the top rate of famn tax and 
in the bottom rate, neatly 
designed to appeal to everyone. 
Voters know the old system is 
cr eaking and discredited. But 
Oskar Lafontaine. the SPD chair- 
man. has promised to block Mr 
Kohl's reforms once again if he 
dares to win the election. Thai 
tactic could backfire. 

The CDU package, it must be 
said, sounds rather more coher- 
ent as an election platform than 
it ever appeared in the muddled 


tainly not serve in such an alli- 
ance, bat Woligang ScMuble, his 
anointed crown prince, could eas- 
ily replace him. 

For all his Muff facade; the 
German chanrgTim- is a formida- 
ble election a 

ruthless political operator. He 
will exploit any perceived weak- 
ness to the bnt and the SchrB- 
der-Lafhntaine double is an 
unstable wimhinatirm. Tbey are 
going to have to come up with 
same clear ans w ers and firm poli- 
cies, including a coherent and 
effective tax reform package of 
their own, if they are to keep a 
good lead on electicorsight. 


Secession 


In 1345 there were 62 independent 
countries in the world. There are 
now, it is estimated. 193. This 
week Nevis just missed out cm 
becoming number 134. and one of 
the smallest When ft comes to 
countries, dote size matter? 

The 9,000 strong island’s cam- 
paign to opt out of political union 
with St Kitts, its marginally 
larger neighbour, was based 
squarely on economic groonds- 
The two farmer British colonies 
were joined at independence in 
1983u Since then, Nevis leaders 
have complained bitterly that 
they get a raw deal in the federa- 
tion’s allocation of public funds. 
Moreover, the US has branded St 
Kitts a drugs blackspot Nevis is 


Large countries spread the cost 
of public goods over more tax- 
payers. They also stand to benefit 
from economies of scale and 


general. 

Network Compute rs may have 
failed as a product, hut network 
i-ft i n pu ity — tin* model of com- 
puting that they first outlined - 
is making strong progress in sev- 
eral different guises. In broad 
terms, ft is now widely recog- 
nised as the future for corporate 
IT systems. 

Network computing refers to 
any IT system that takes comput- 
ing power and software away 
from the desktop PC and distrib- 
utes it to other machines around 
the corporate network. This pro- 
cess, In i flM ii as wwilrtrig the 
“client” — the desktop or laptop 
machine - “thinner”, is being 
achieved without the need to buy 
Network Computers. Instead, PCS 
- some of them quite powerfhl- 
are simply adap tin g to thear new 
l rote. 

At present, most companies 
run a large number of personal 
computers capable of carrying 
out a range of functions, from 
writing nnwnn« to pr e parin g busi- 
ness accounts. These are linked 
to databases or central comput- 
ers, called servers, which hold 
thp company’s flies and data. 

The trouble with this set-up, as 
almost any office worker can tes- 
tify. is the high maintenance 
required to keep a PC equipped 
with the latest software and to 



BEFORE 



regional Insurance through diver- I prevent it fr om breaking down in 


sificatian. Against this, small 
countries have fewer competing 
daiing on policy. Liberalisation 
of trade has favoured small coun- 
tries the most And telecommuni- 
cations and computers increas- 
ingly render size and distance 
less important . 

There are already 35 corofrto; 
with populations .. less than 
500,000. Notwithstanding the 
threat Of global warming to 
amne, this trend towar d s mare 
mid smaller countries looks set to 
continue. -The Nevis secessionists 


file b ny te of ham-fisted employ- 
ees. Analysts say the cost to a 
company of maintaining just erne 
PC is about 86,000 a year. 

This could be greatly reduced. 
When every computer is wired 
into the intenet and thus linked 
to powerful servers, there is no 
need., for each box to have the 
power on board to perform every 
function. I n s te a d ft can caU an 
other, better-tended and more 
robust machines to do tire work. 

International Business 
Machines, the world's largest 


devices. Financial logic is forcing 
the pace of change. The more a 
company keeps its software on a 
centr al computer, the easier and 
cheaper it is to maintain and 
upgrade the system. 

To take one example. Citrix. a 
Florida-based company run by 
former IBM executives, recently 
introduced a new system for Bell 
Mobility of Canada. The employ- 
ees who deal with customer 
inquiries had been working with 
PCs. They have now been issued 
with simple thin client devices 
linked to central servers that do 
all the work. In the past, says 
CStrix, delivering new software to 
every desktop was a lengthy pro- 
cess. In the new set-up it takes 
just 45 seconds. Such savings 
could be reason enough to push a 
company towards network com- 
puting. But o ther developments 
also play a part 

The acceptance of the internet 
as a central part of any busi- 
ness’s operation is one. Initially, 
the business potential of the 
internet was seen as mainly in 
tarom of advertising a h ri then as 
a means of transacting business. 
But the internet and the public 
networks will soon be able to pro- 
vide much of the infrastructure 
for a company’s own computer 
network. 

Telephone companies are rap- 


setting up their own networks. 
They will be able to subcontract 
what tbey need from the phone 
companies. It will also increase 
the flexibility of networks, mak- 
ing it relatively easy to give new 
people access to a system - or 
remove them - wherever they 
may be located. 

Distributed computing is 
another buzzword in this emerg- 
ing market. Instead of writing a 
new. self-contained piece of soft- 
ware for a particular task, dis- 
tributed computing combines 
functions from different parts of 
a corporate IT system and makes 
them work together to produce 
the same result 

This means that not all the 
software necessary to run a par- 
ticular programme win exist on 
any one machine. The PC on the 


idea of the Network Computer. 
Microsoft is now making much of 
the running in the market for 
network computing. The com- 
pany reversed its initial scepti- 
cism last year when it began a 
series erf initiatives in the thin 
client market. It has licensed 
technology from Citrix that 
allows almost any device with a 
keyboard and a screen and linked 
to a server to run programmes 
using Microsoft’s Windows oper- 
ating system. Microsoft has also 
developed the Windows T erminal 
- its own version of the Network 
Computer - which works with 
the Windows Te rminal server. 

Oracle maintains that Micro- 
soft is still too committed to Tat 
clients” to be credible in network 
computing. But the figures sug- 
gest otherwise. Of the total num- 


Having initially rubbished the idea 
of the Network Computer, Microsoft is 
now making much of the running 
in the market for network computing 


desktop will work only if plugged 
into the system. 

Such pressures have led Zona 
Research to conclude that 


idly adopting the technology of “long-term forces will ultimately 


concerned that this will thwart say their fight has ‘only just I computer company, says no 


its ambition to follow the exam- 
ple of the Cayman Islands and 
Bermuda, and become a low-tax, 
tightly regulated offshore haven 
for finance and insurance. 


begun, and elsewhere in the 
Caribbean political separatism is 
ggfrriwg support No man is an 
inland But increasingly, a small 
island can prosper as a state. 


Inflation grind 


In introducing' the latest 
inflation report Mervyn King; 
deputy governor of the bank of 
England, noted that the UK is 
moving into the difficult stage 
of the economic cycle. If proof 
were needed, he and his col- 
leagues would only need to lis- 
ten to the complaints about 
high interest rates and rising 


period. To achieve this , out- 
come, the year-on-year rate of 
economic growth is forecast to 
fad to just above l per cent in 
the first half of next year, 
before returning to the trend 
rate the following year. But the 
Hank sees a one-fn-fiaght chance 
erf a year of negative growth. . 

While the Bank denes it has 


forwardrlooking company would 
dare suggest, any other approach 
to computing these days. Oracle 
is equally emphatic that, thip is 
the only way to go. 

A report from Zona Research, 
the industry analyst, argues that, 
in the short tetm. companies w£Q 
adopt a range of strategies for 
gradually taking computing 
power off the desktop and that 
eventually desktop machines will 
operate principally as fhtn chant 


the internet and corporate data 
networking by building into the 
fabric of the public telephone sys- 
tem the switches and routers 
that manage the flow of data 
between computers. The result is 
the “virtual private network", 
whereby telephone operators can 
offer corporate clients secure and 
reliable compute networks run 
over public wires. 

Mark Jarvis, senior vice- 
president of marketing at Oracle, 
says virtual private networks 


lead to the widespread deploy- 
ment of thin client architecture" 
and that software companies will 
increasingly write programs for 
the server rather than for the 
desktop machine. 


her of thin client devices shipped 
last year, most were designed to 
operate Windows-based systems. 

Mr Eric Brown of Forrester, the 
industry research group, has 
little doubt about Microsoft’s 
ability to adapt to the new mar- 
ket When Microsoft realised it 
needed to get into the intenet 
browser market, it “turned on a 
dime", he says. “It will take it 


All this should be music to the just as knag to turn from a corn- 


ears of Messrs Ellison and 
McNealy. Bat any pleasure they 
might take will be spoilt by one 
big difference between their Ideal 
of network computing and the 
reality. They hoped that the Net- 
work Computer might break the 


will have “an enormous infla- power of Microsoft. In this 


euce”, as companies will no lon- 
ger face the cost and hassle of 


respect, it has failed dismally. 
Having initially rubbished the 


pany with its primary revenues 
from the desktop to a company 
with primary revenues from the 
server market" 

The move to a network com- 
puting environment will create a 
more fluid environment - for 
example, operating systems for 
desktop PCs will become less 
Important because all devices 


OBSERVER 


unemployment coming from all a view on what uneumloymaat 


the expected quarters. How 
should the members of the 


rate will be needed to defiver 
the target, it has little doubt 


Bank’s monetary policy com- that unemployment has been 


mittee treat these p l e adings ? 
With in dif f er ence- - 


below foe level consistent with 
stable inflation, it is right in. 


The Bank should do so, .for tins judgement. Unemployment 




■■ :>*■ 
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three reasons: first,- because 
s u st ai ned monetary stability is 
the only way to avoid a repeti- 
tion of the damag in g recessions 
of the early 1980s and 1990s; sec- 
ond, because it has a legal man- 
date to hit foe irritation- target; 
■and, third, because short-term 


must -rise, though how , much 
depends on the speed of the 
labour market response. 

It is encouraging -to see the 
VaJKno. rate of earnings infla- 
tion in- the private sector fall 
from (12 per cent to 5.7 per cent 
over the latesttwomonfbs.it is 


interest rates may need to si^mirfe charing that this has 
remain at current levels for happened despite a decline to 
some time if that target is to be the standard internatio^mea- 
2 jjk ....... ... ■ sure of unemployment, from 6h 


After the deep recession of per cent o f the labour force 
the 1990s, the UK enjoyed a hal- between January arid March to 


eyon period When growth was 
above trend, but unemployment 
and inflation ftfl- Now growth 
is foiling below trend, while 
infla tion is still above target/lt 
was to deal with the pressures 
inevitably arising at this stage 
erf the cycle that the Bank was 


62 per cent between April and 
June. Nevertheless, infl a tion in 
private sector earnings remains 
more than a percentage point 
above the level consistent with 
jrittisg the ' inflation target in' 
the longer teem, 
ft is at fob stage that the 


given ' operational indepen- Bank nk^ heeds'suppert. The 
jor,™ its mandate is not to win .UK now has the opportunity to 




a popularity contest; it is to 
decide whether policy is tight 
enough to delter the target. 

It probably now is. as the 
Bank assumes. Though the 
most likely path for inflation 
over the coining two years is 
higher tnarL that presented last 
May, Inflation comes back to 
the target by the end of the. 


enjoy a foil economic cycle with 
low inflati on and consistently . 
positive year-on-year economic 

growth. That is all mactoeco- 
nomJc pdBcy can over hope to 
dettver. But it bas foiled to do. • 
so for a ^generation. This 
achievement now within Ahe 

country's grasp. The chance 
must not be thrown away. . 


Cypriots check 
bishop’s move 

Greek-Cyprfot bishops are often 
mixed up in business. The late 
Archbishop Makarfas’s dealings 
resulted to foe Orthodox Church 
acquiring stakes in foe Isiarxffs 
profitable banks and mining 
businesses. 

But one cleric has managed to 
tend himself in a spot of bother - 
Bishop Chrysanfoos of Limassol, 
who was already the subject of 
some curiosity on foe part of his 
parishioners about why he ted a 
batk account containing more 
than 1m Iraqi' dinars, 

There have also been 
questions about what happened 
to foe. $700,000 - said to be a 
gift bom a Russian businessman 
- that was presented to the 
diocese to finance the 
construction of a Russfcn 
Orthodox church in Limassol for 
the town's expatriate Slav; 
residents. There was some 
embarrassment when Patriarch 
Alexei, head of the Russian 
Orthodox Church, pubOdy . . 
queried why the church was not 
being built _ 

Now Bishop Chrysanfoos has- 
been questioned by Cypriot 
police investigating acompfajnt 
from a British businessman. He' 
said that he was guaranteed, a ' 

1 300 percent return one property 
I deal by -a group of people posing' 
i as the Bishop's advisers. 

Archbishop Chrysostomos, • 
head of foe Orthodox Church of 


Cyprus, has celled the bishop 
“naive" and “stubborn", 
reminding foe Limassol faithful of 
Chrysanthos’s disastrous 
purchase of a derelict asbestos 
mine a few years back. But, for 
the moment at least, he and the 
other bishops seem prepared to 
be charitable. 

Green machines 

It was good to see four of 
Germany’s IBLSncfer - federal 
states - acting to help the 

environment yesterday, with the 
country's finst driving bans. 

Lorries were banned completely 

- unless they were low-pollution 
ones. Or dustcarts. Or carrying 

i five animals or perishable goods. 

• Tte strict Gm measures for 
1 cars didn't interfere with people's 
lifestyles too much. Commuters 
who would otherwise find it had 
to get to work -were exempt As 
were doctors. And those with 
low-pollution cars could drive to 
their hearts' content The same 
want for care wtth approved 
catalytic converters. - 

- Apart from that, people weren't 
allowed to drive their cars at an. 
Unless they were going on 
hofiday. Or coming back. 

Shuttle diplomacy 

As ft diplomacy in the Balkans 
wasn't dangerous enough, 
ftjssia's deputy foreign minister 
Nikola Afanasyevsky - who's 
trying to mediate in Serbia's 
nasty war in Kosovo province - 1 


took a few days off to go 
hang-gBding. He fell off a hid end 
broke his leg. 

With gtasnost of the Kremlin's 
normal standard, the Russian 
embassy in Serbia sad the 
envoy ted cancelled hrs foray 
into Montenegro because of 
Illness. Under pressure. It now 
admits that he hurt his leg, but 
won’t say how. 

Maybe politicians should 
simply refrain from throwing their 
weight around in foe Balkans. 

Hostile climate 

Goldman Sachs’ role advising 
AUfedSignal In its S9.8bn hostile 

bid for AMP caused some raised 
eyebrows on Waft Street, though 
Goldman's reputation for steering 
dear of hostfie takeovers is much 
! exaggerated. It has advised 
predators in memorable attacks 
'such as BP's on Britoit in 1987 
and Ford on Jaguar in 1989. 

Goldman says it has no set 
policy, but takes part “cautiously, 
rarely and setectivofy*. In reality, 
ft- has been ready to help 
long-time clients with hostile 
bids, but reluctant to act as a 
hired gun. 

Observer suspects fort, once 
Goldman changes from a 
partnership to a pubfc 
corp ora tion, market forces might 
force it to be a little less choosy. 


Full Monty 


Bill Gates’ loyal band of anoraks 
have long dismissed foe US 


government’s antitrust lawsuit 
against Microsoft as a joke. So 
they may have been surprised to 
see Microsoft's defence citing a 
bunch of British jokers. 

Buried deep in legal papers is 
a damn by hficrosoft that it is 
acting flke Monty Python - “the 
British comedy grotto". it 

helpfully explains - in trying to 
protect its i n terest s . Microsoft 
said Python had won an 
injunction against ABC television 
over (dans to broadcast edited 
Hghfights of "the group's 
occastonafiy off-colour comedy 
skits”. 

That wouldn’t indude the one 
about the anfray man who was 
mistaken for foe Messiah, would 
it? 

House call 

Hong Kong's “touchbase" policy 
- in colonial tfrnes it granted 
citizenship to afl immigrants - is 
just a footnote in history, but 
hundreds of maaniandere stffl 
head for the territory's bright 
lights. Wong Siu-hung, 29, was 
one such. He crossed the border 
clutching foe underbelly of a 
container truck then tried to 
break into the fast house he 
came across to find food. 

Bad choice, it was the official 
weekend retreat of foe territory’s 
leader, Tung Chee-hwa, so Wong 
was swiftly picked up and 
charged with attempted burglary. 
He has just started a 35-month 
stretch in a very different style of 
go vernm ent accommodation. 


will bp able to access most net- 
works. However. Mr Brown pre- 
dicts that the move to network 
computing will have little effect 
on the relative positions of lead- 
ing companies. 

Newer companies - with a few 
exceptions, such as Citrix - will 
find it hard to take the opportu- 
nity to break into the market, as 
most corporate customers will 
entrust such large-scale projects 
only to big-name companies. 

The list of winners is therefore 
likely to include familiar names: 
Microsoft, Sun. Grade and IBM. 
Furthermore, the market will 
divide much as it does now, says 
Mr Brown. He predicts Microsoft 
will get 70 per cent of the market 
by volume - holding on to those 
customers who work at present 
mainly on Windows-based 
systems - but will take a much 
smaller percentage of market by 
value. Oracle, Sun and IBM, he 
says, will continue to supply 
larger enterprises with more 
demanding requirements. 

Java, the computing language 
developed by Sun Microsystems 
as the lingua franca of network 
computing, wifi become the basis 
of computing outside the 
Micros oft -dominated world, he 
argues. But it will at least in the 
short term, fail to deter the large 
number of companies that will 
want to continue working with 
Microsoft systems. 

In the longer term, the use of 
Java could bring much bigger 
changes as it will allow applica- 
tions to run on almost any kind 
of computer system. The choice 
of operating system for the the 
entire network system could then 
become unimportant. 

But for now the move to net- 
work computing seems unlikely 
to unseat any leaders or create 
new champions. Mr Ellison and 
Mr McNealy will have to satisfy 
themselves with being right In 
principle, rather than the com- 
mercial victory they craved. 


100 years ago 

The Queen [Victoria] Speaks 
Both Houses of Parliament 
met yesterday for the final 
ceremony of foe prorogation. 
The Queen's Speech included 
the following passage:- 'My 
Lords and Gentlemen, I thank 
you for foe liberal provision 
which you have made for the 
defence of my Empire. The 
sacrifices which have been 
asked of you are severe, but 
they are not greater than the 
exigencies of foe present time 
require. Changes which have 
taken place In the territorial 
relations of other Powers with 
the Chinese Empire have 
induced me to conclude 
agreements by which the 
harbour of WeV-Hai-Wei and 
certain positions adjacent to 

my colony of Hong Kong have 
been leased to roe by the 
Emperor of China.* 

50 years ago 

India's Independence 
Calcutta, August 12. The 
economic effects of partition 
of India have been much more 
serious than was amid paled. 
The inflationary forces which 
were in process of being 
checked just prior to the 
formation of foe new Dominion 
have gained in strength. The 
Government's industrial poficy 
has not merely disappointed 
Indian industriaBste, but has 
left them bewildered. 
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THE LEX COLUMN 

Misguided medicine 
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There Is a danger of George Soros’s 
doom-mongering proving self-fulfilling. 
Comments that Russia's perilous 
condition has reached the "terminal 
phase" win hardly allay fears of a default 
or a money-printing splurge, without a 
positive swing In investor sentiment - 
one ideally triggered by good news on the 
budget deficit - the international Mone- 
tary Fund-led package to Russia has little 
chance of success. As yields on rouble and 
dollar debt have soared to take account of 
defaul t , the hoped-for virtuous circle of 
lower yields cutting funding costs and so 
producing still lower yields has evapo- 
rated. 

However, since the central bank still 
boasts resaves of some $i8bn to deal with 
its foreign exchange needs, there is no 
immediate threat of a devaluation. And 
though the arithmetic of the budget defi- 
cit might suggest a fourth quarter short- 
fall, not all potential avenues for securing 
additional external funding have yet been 
exhausted. Sales of stakes In Gazprom 
and other state companies could raise 
cash rapidly if strategic investors come 
forward. And a return to capital markets 
is passible at a price. 

Mr Soros’s call for a currency board 
looks Impractical as it requires the politi- 
cal wm to entrust the conduct of mone- 
tary policy to another country's monetary 
authorities. To expect political support 
team a nationalistic Duma is optimistic, 
especially in the aftermath of a devalua- 
tion that would decimate such rouble 
savings as remain. 


ABB reorganises and restructures as 
though It were going out of fashion. The 

latest reorganisation comes on top of 
three substantial cost-reduction pro- 
grammes since the merger U years ago. 
The good news far shareholder is that 
the programmes have yielded results, as 
the improvement in operating margins 
from less than 3 per cent to their current 
7 2 pa- cent proves. 

Obviously stripping out a 100-strong 
layer of regional managers is hardly on a 
par with the 5L3tm sprat on previous 
overhauls. Its Importance ts not the 
Impact on costs but on culture. Country 
managers will henceforth repeal directly 
to main management, speeding up ded- 


B share pries nttfcn to to Sates Mat* Max 



Sower Oastesanev 

sions. The same goes for ABB’s plan to 
split the two main divisions into their 
component businesses, thereby improving 
transparency of earnings. This may not 
always shed the best light on trading. 
ABB’s oil, gas and petrochemical divirion 
will come under scrutiny, given recent 
signs from rivals of a softening in turn- 
over growth. But longer term, ABB will 
benefit by exporing its divisions to the 
investor spotlight. 

Overall, they should be well disposed 
towards ABB, despite the bad news on 
Asia. There is an upturn in domestic engi- 
neering orders In Germany, far Instance. 
As farther benefits show, though, from 
cost-reductions, ABB's rating should 
improve. It currently trades in line cor 
somewhat below European rivals. Given 
its record tins looks a little harsh. 

UK economy 

For all the cacophony of distress from 

UK manufacturers, yesterday’s inflation 
report was a reminder that monetary pol- 
icy remains firmly focused on the labour 
market. Despite dally evidence of a slow- 
ing economy, phing iw g confidence and ris- 
ing unemployment, the monetary policy 
committee continues to fret that, without 
higher interest rates, exuberant «amfng « 
growth may fuel inflation. 

This disjuncture between output and 
inflation prospects is dearly the result of 
failure to tighten policy in a timely fash- 
ion in 1996-7. That is tile legacy the MPC 
is grappling with. But it needs to guard 
against the dangpr of fighting yesterday's 
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Europe today 

Southern Scandinavia vriU have 
heavy, thundery ram. Northern 
parts will be dry with sunny spells 
but cool. A frontal system wifi bring 
rain and thunderstorms to an area 
from the Baltic countries and 
Poland to the Alps. Western Russia 
and eastern Europe will be fine 
with sunny apefis. Western and 
central Euopa became fine 
with sunny spate, but cooler than 
recently. Northern Spain wifi have 
thundery showers. Elsewhere in 
the Mediterranean, it wifi be sunny. 

five-day forecast 
North-western Europe w« continue 
cooler than recently with sunny 
spefis, but there will be showers 
across the region over (be 

weekend. These *riQ turn heavy 

and thundery over the Alps. 
W es ter n Scandinavia wffi be 
unsettled teftft speBs of rafa. 

The Mediterranean will remain 
hot aid sunny. 
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Smnoarr a midday. Temperatures rmdmu n tor day. forecasts by ’B^lWEATHERCENIM 
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accuses SPD of blackmail 


battles; not doing enough in the past is 
not an excuse for future ovsrkflL 

Fortunately, yesterday’s average earn- 
ings data provide the MPC with some 
hope of squaring the circle. Average earn- 
ings growth of S per cent is still too high, 
but the tbiBHnonth trend is reassuring. 
On its own, this might not be enough to 
stave off higher Interest rates. But the 
increasingly unstable International back- 
drop should give pause far thought It is 
true, all other *h<r>g » being equal, that the 
likely decline in sterling shifts the onus, 
towards higher interest rates. But with 
the full effects of collapsing ac tiv i ty and 
devaluation in Asia still to reach these 
Shores, a]J thin gs are nmphatinally not 
equal. Sitting tight serais the best policy 
right now. 

BSkyB 

As British Sky Broadcasting’s ambiti on 
to dominate the UK digital television 
industry ra tails big spending, managing 
short-term expectations is proving a chal- 
lenge. The company’s 37 per amt under- 
performance since the start erf 1997 dem- 
onstrates that. But sines BSkyB has 
decisively outmanoeuvred its terrestrial 
rival. On Digital, ahead of the launch of 
the new multi-channel format, the time 
for investees to be cautious is past. 

The 14 per cent fall in 1987-06 earnings 
is just the type of short-tom downside 
investors must accept as the price of 
value creation through the rapid build-up 
of subscribers. A 64 per cent rise in mar- 
keting costs - as the company built up 
the Sky brand - should reap dividends 
when competition firm cable operators 

and On Digital starts. And the 21 per cent 
increase in prog ramming costs reflects . 

BSkyB’s credo that viewers care about 

content, not hardware. This has given 
BSkyB a dear content edge over On Digi- 
tal, and costs should not need to increase 
at this rate tor much longer. 

The rewards for BSkyB’s far-sighted- 
ness, however, should be large. Its target 
of providing pay-TV services for a quarter 
of the UK’s 34m television households by 
2003 looks achievable, particularly if It 
can overcome pockets of dish-phobia. 
BSkyB looks well placed to dominate not 
only UK pay-TV but also the wwwnt elec- 
tronic shopping sector. The era of share 
price underperformance should be over. 


By R*A Atkins and Tobias Buck 
to Bom . 

Chancellor Helmut Kohl of Gennany 
promised yesterday that sweeping 
tax cuts would be the first act of his 
government If re-elected an Septem- 
ber 27. He accused his Social Demo- 
cratic (SPD) opponents of ‘'black- 
mail” for suggesting that reform 
could come only with a change of 
leadership. 

Mr Kohl's alliance of Christian 
Democratic and Christian Social par- 
ties (CDtJ/CSU) also pledged a 
toogber fine on I mmig r ation as well . 
as putting a strong accent an devolv- 
ing AArifnrm.mMng to cations and 

regions within the European Union. 
Mr Kohl warned that “without such 
a move, the grand Idea of the Euro- 
pean Union will fair. 

Unveiling the economic and Euro- 
pean policy chapter of his election 
prog ramme , Mr Kohl c oi npUrinflri of 
an “international attempt” by 
left-wing European politicians to 


help the SPD. Hfe cited recent com- 
ments by MBos Zeman, the Czech 
prime minister, and. Jack.' Lang, the 
former Frraoh arts minister. 

Mr Kohl said imptamenting tax 
reform would be “the very first thing. 
. we do". As well as simplification of a 
notoriously complex system, the ml- . 
ing coalition backs cutting bastexato 
Income tax foam 253 to lb per cent 
and the top rate from 53 -to 39 per 
cent. Its attempt s to imp lement 
reform have been frustrated by the 
SPD’s majority in the Bundesrat, or 
second chamber of parliament 

Oskar i jifap twi n^ SPD. cMww 1 " 
and finance spokesman, has said 
that if his party fails to win it will 
continue to resist the government's 
tax reforms. But Mr Kohl yesterday 
accused Mr Lafontaiae of “a level of, 
cynicism arrogance i 1 ^ is com- 
pletely out of order. It is a kind of 
blackmail" 

Mr KaVii itxtfg+pri >itg centre-right 
coalition still had a “good chance” of 
re-election. An AHsnsbach institute 


pan sestortarput the Social Demo- 
crats It percentage points ahead of 
the CDU/CSU. But the survey 
soggSBted the SPD’s lead was nar- 
rowing, and other polls have shown 
a much smalls: gap- 
At the .same tone, the popularity 
of Gerhard $ohrOder. the .SPD’s 
-chancellor candidate, had failed sig- 
nificantly,- said Allensbach. Theo 
Wsrigd. the fede ral finance minister 
who has forced through substantial 
public spending cuts, was more pop- 

nl ff . tlwr i MrTj fanteino . 

, Mr Walgel. who ts also CSU leader, 
said Germany's economic upswing 
'would continue into 1999 and re m ain 
largely unaffected by Asia’s eco- 
nomic crisis. Growth was being 
helped by. stable currency conditions 
that would wiyrinm* with the intro- 
duction o£ the euro, the European, 
single currency, in January 1999. 
“The euro speaks German,” Mr Wai- 
gel said. 
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Big reinsurance groups resist 
Indonesian riot damage claims 


By Sander Ttoenes taJakarta 

Munich Re, Swiss Re and other big 
reinsurance companies are resisting 
hundreds of millions of dollars in 
insurance by Indonesian 

companies alter the May riots. 

The Singapore Reinsurance Asso- 
ciation, Which Includes M unich Re 
and Swi$g R e, arg ues i fy tt fl ymtoimh 

of shops, supermarkets and office 
buildings that were plundered, set 
on fire and nmR^rkuri Bhooia ly* be 
reimbursed for damag e because the 
violence amounted to a widespread 
popular uprising rather than iso- 
lated riots. 

The decision has pot the revival of 
the country’s battered food distribu- 
tion network at risk. Shipowners 
Bay it is also a test of consumer trust 
in insurance companies in Indon- 
esia, where insurance is a relatively 
new concept 

“With each passing day, new evi- 
dence has been uncovered which 
tends to point oat that the riots were 
organised," the Singapore Reinsur- 
ance Association said in a memoran- 
dum last month to its members. “It 
was never the intention of insurers 
and hence reinsurers to cover wide- 
spread losses such as these.” 


Munir Sjamsoeddin, - cVurtrBpan of 
the Insurance Cornual of Indonesia, 
which groups more than 100 ge ne ral 
insurance companies, said it bad at 
first crepe to the sapm cnnriiurtnnL 

But it now behaves. the events of 
May, which *Ied to the downfall of- 
former president Suharto, are not 
covered by “the exclusions in the 
policy - dvfl cnrnmn tinn, terrorism 
or war. There is no proof that ft was 
organised." . 

Mr M'mil- ripntori r-l»rtms the 

council had given in to^ pressure 
from the government. Some foreign 
insurance ventures in Jakarta have 
started paying claims but Munich Re 
and Swiss. Re do not have operations 
In Indonesia. 

Mr Munir said 90 per cent of more 
than. 10,000 policies which covered 
riots, worth about Rp20,00Qbn 
(£L5bn), had been reinsured abroad. 
But he could not say how many cli- 
ents bad put in a claim, or for- how 
much. Munich Re put the claims at 
about DMIbn ($50Qm) but said its 
awn exposure was about DMSOm. 

The real concern of reinsurance 
companies, executives in Jakarta 
say, is that paying out on these 
dates would set a precedent in a 
country thkt is far from stable. 
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“They are afraid of what would hap- 
pen if riots occur again,’' one official 
said. “They would have to pay 
again.”- 

The Indonesian council is trying to 
persuade the Singapore Association 

to soften Its position- The outcome of 
ta lk s between the two bodies could 
alsadetaxoine the future of some of 

Indonesia's prime retailers. 

*We have riot insurance,’’ said 

Ipung Kurnia, chief -executive officer 
of the Haro group, which claimed 
mare than BpTOtra in damages to 26 
of its supermarkets. “What’s the use 
of having that if we don't get paid?” 

The Singapore Association has 
already modified Its earlier outright 
rejection, of dates . It has suggested 
that members make partial pay- 
ments on the condition that the 
clause covering riots is toughened 
from September in policies due for 
renewal • 

Bui Mr M unir of the Indonesian 
association said some London-based 
reinsurance companies, which had 
at first agreed to pay, had taken a 
tougher line and joined forces with 
-the members of the Singa p ore Asso- 
ciation.' 




FINANCE EVENING PROGRAMMES 


London Business School’s finance evening -programmes 
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Mediobanca in move to 
revive bank merger talks 

Mediobanca, the Miten-bascd investment bank, 
again tried to encourage a merger between 
Banca Commercial ttailana and Banca di 
Roma. HdP, the holding company linked with 
Mediobanca, sold its t per cent state in Credits 
ItaUano while boosting its holding in BC1, Cr&- 
dito's main Milan rival, to 22 per cent Page 15 

Electronic trade accepted in Chicago 

There is now a wide- 
spread realisation that 
screen-based trading 
systems wfO play a sig- 
nificant rote at the 
world’s two largest 
futures exchanges - 
the Chicago Board of 
Trade, chaired by Pat 
Arbor, and the Chicago 
Mercantile Exchange, 
chaired by Scott Gor- 
don (left). The question 
is no longer when or whether the exchanges win 
adopt electronic trading, but how. Page 20 

BT to buy Concert stake from MCI 

British Tetecornnumications is to pay $lbn for 
MCl's 24.9 per cent Concert Communications 
state after MCl's takeover by WbridCom, a rival 
US group. it will be the last deal in the episode 
in which BT lost a struggle with WorldCom for 
MCI last year. Page 18 

Sumitomo pays $99m to settle suits 

Sumitomo Corporation, the Japanese trading 
group, took another big step towards cleaning 
up after the copper market fraud committed by 
Yasuo Hamanaka, its chief trader, by agreeing 
to pay S99m to settle six class action lawsuits 
filed against it in New York. Page 22 

Manila shares slide to 66-month low 

Manila’s benchmark 
composite index took 
another drubbing, end- 
ing down 4.8 per cent 
at a 66-month low. It is 
now 29 per cent down 
on the year. The coun- 
try is losing what little 
lustre it had as the 
extent of Its economic 
downturn becomes 
dearer and traders take 
fright from new presi- 
dent Joseph Estrada (left), the populist former 
movie star. Emerging Market Focus, Page 32 

Strike closes world’s largest mine 

The world's largest gold and copper mine, in 
Irian Jaya, has shut down because of a strike 
by part of its workforce. The Indonesian affiliate 
of US group Freeport McMoRan Copper & Gold, 
which runs the mine, said up to 4,000 workers 
had walked off the job on Tuesday. Page 22 


COMPANIES IN THIS ISSUE 



ABS 

1 

Lyecsl) 

15 

ABNAmfo 

14 

MCI 

14 

Air Canada 

13 

Mayflower 

28 

Amoco 

13,15 

Mediobanca 

15 

Ampiats 

14 

Merril Lynch 

14 

Ashton Mining 

14 

MHAmerican 

13 

BCE 

14 

Mobttcom 

14 

BCI 

15 

Munich Re 

12 

BP 1 3,16^8 

Northern Qoctric 

13 

Banca di Roma 

IS 

NrwoNordnk 

15 

Boliden 

14 

Nycomed Amereham 

28 

BnUsh Land 

28 

Ocean Spray 

14 

CBA 

15 

Parmalat 

15 

CalEnergy 

13 

PolyGram 

14 

Cellnet 

13 

Royal DutehShefl 

15 

Ojfcsus 

2 

SAS 

13 

Cendant 

14 

Saloman Smith Barney 

14 

Cn srter 

28 

Saurer 

8 

Cmo 

15 

Seagram 

14 

□asa 

2 

Sears 

28 

Dcnms 

28 

Seifndges 

28 

Dev. Bank Singapore 

14 

Shell Transport 

28 

Dixons 

7 

Shire Pharmaceutical 

28 

EcfF 

6 

Siemens 

7 

Eit Alochem 

15 

Swiss Re 

12 

Elkem 

14 

Thai Airways 

13 

Encrgia 

8 

United 

13 

Eotcn 

15 

Utd News and Media 

7 

Flejrtech 

7 

Vang 

13 

Crupo Durango 

14 

Virgin Atlantic 

13 

HdP 

15 

Virgin Entertanmenl 

13 

Han/ys 

28 

Virgin Group 

13 

infas>-5 Tocftnotogies 

13 

Virgin Our Price 

13 

braeJ Dtecoun; Bank 

14 

W.H. Smith 

13 

LTCE 

15 

Warner Brothers 

7 

Lenang 

IS 

Wipro Wowch 

13 

Lufthansa 

13 

WorkWom 

14 


CROSSWORD, Page 22 


MARKET STATISTICS 


$Anu<d report; dub 
Benchmark tot tends 
Sasl fujiffps and options 
Baal pras ad yrehfe 
CaRoaotes press 
flwKfcwla armouftccff, UK 
BAS owsney raics 
Euro prtces 
Eurobond QflcfiS 
FUea Merest traces 
n/SAP-A Warid axflcps 
FIS Gob Mines mta 


3M7 Emerge Market bonds 20 

20 FTSE Actuates shoe maces 30 

20 foreign ectaiflB 21 

20 Giteprices 20 

22 Undon Eture semce 2 B £7 

Managed hnis service S3-S 

Moneymataas 21 

Nets HI bond tunes 20 

IT ftcenl issues, IK 28 

“ Short-term fit rates 21 

20 StocA mriefc af a ghnee 31 

28 US affirm rates 20 

2S Worid stock markets 29 


CalEnergy to use UK experience 


By Tracy Corrigan h Hew York 

CalEnergy, the US-based 
power company, is to apply the 
experience gained through its 
UK subsidiary. Northern Elec- 
tric, to its $4bn acquisition of 
MidAmerican Energy. 

CalEnergy confirmed yester- 
day it had agreed to buy Mid- 
American, which provides 
electricity to customers in the 
Midwest. It was the first move 
by CalEnergy Into distribution 
in the deregulating US market. 
David Sokol, CalEnergy 

chairman and chief executive, 

said the information technol- 
ogy systems of Northern Elec- 
tric had allowed it to tap new 
customers outride Northern’s 
geographical retail base, and 
that these skills would be 


Northern Electric lessons to be applied at MidAmerican 


applied to the development of 
MidAmerican. MidAmerican’s 
distribution base is in the Mid- 
west, but CalEnergy owns gen- 
eration in the west and 
north-east 

Mr Sokol dismissed specula- 
tion that CalEnergy might 
divest Northern Electric, 
which it bought in December 
1996 for £783m ($L27m). 

“We're there to stay," he 
said. “We want to make It 
clear we are not selling North- 
ern Electric." 

A wave of acquisitions of UK 
electricity companies in the 
wake of privatisation has been 
followed by a spate of divest- 
ments. Entergy has put Lon- 


don Electricity up far sale and 
Dominion Resources sold East 
Midlands Electricity. 

CalEnergy will pay $27.15 
rf»*ch pecM MAmBricfln share, a 
36 pea: cent premium to Tues- 
- day's closing price, valuing the 
company at $4bn, including 
$1.4bn of debt and preferred 
stock. The companies also said 
they had signed a letter of 
intent to develop a 600 mega- 
watt gas-fired power plant to 
sell power into Illinois and 
other markets, and cited thin 
as an example of the new com- 
pany's ability to “pursue 
opportunities ... as the Mid- 
west power market deregu- 
lates”. 


Analysis said the deal fitted 
CalEnergy’s strategy of acquir- 
ing US distribution. It te'tbe 
first time that an independent, 
unregulated power producer 
has bought , a regulated utility 
with generation, and distribu- 
tion. Most deals in the sector 
have been driven by consolida- 
tion, or convergence of .dec- 
tricity and gas, accenting to 
Kyle Rudd an, power analyst at 
J.P. Morgan, “it's; a unique 
deal,” he s aid • 

However, he added : that 
alt h o ug h the deal would diver- 
sify CalEnergy's earnings and 
provide a substantial asset 
base from which to grow, the 
premium was of the- high- 


est seen in the secto. '•’Twill 
say that they pfcdd ^•Seaaid.-' 
He also warned Aud it was 
nnelear “how profitable IHviB 
be to own the retail customer 
base” in a deregulated US eiec- 
tridty marke t the .ccra^ttoy 
said the deal weald te'aocrfr 
tive to earnings in the-fest 
year after ccnn^^om . .V 
bfr SQko l wnthe chairman 
and cfaiefexBdatrte . office? of 
the renamed . MidAmerican - 
Energy Holdings Company fol- 
lowing "the Completion of ‘the* 
deal . Stanley Bright; chafrman. 
president and chief executive 
officer of b&dAmerlcan, wUT 
become vlce-dwirman of the 
board and a member of its 
executive eoanmitteft. The. con* 
pany will be based In Des 
Moines, Iowa. • •* 


Virgin to return to capital markets 


By Joeatbaa Fort 

Richard Branson’s Virgin 
Group is expected to return to 
the capital markets this 
autumn for a round of fond 
raising designed to refinance 
existing debts and release capi- 
tal for investment in new busi- 
ness ventures. 

The exercise will involve a 
high yield bond issue of up to 
£300m in October for Virgin 
Entertainment, which owns 
the group's interests in cine- 
mas and r etailing . 

This is partly to refinance 
the £l45m (t240m) spent on 
buying the WiLSmitb retail 
group's 75 per cent stake in 
Virgin Our Price, the record 
chain, last month. 

Mr Branson is still consider- 
ing whether to list Virgin 
Atlantic on the stock market 
in a move that could value the 
long haul airline at up to fibn. 

Virgin, which is one of the 



UK's largest private business 
groups with sales of nearly 
£3bn, said it was in talks with 
two mobile phone networks, 
one of which is understood to 
be Cellnet, about launching a 
mobile phone service in the 
UK. 

If Virgin goes ahead with 
this project, it would follow on 
the heels of a number of other 
ventures the group has 
launched in the past four 
years. 

These ventures include V2, 
Mr Branson’s new record com- 
pany, and Virgin Direct, his 
pensions and wnit trust busi- 
ness. ... 



Not yet dewed Ibr taka-aft: ffichard Branson is stn pondering • Wgte Atlantic offering 


The Financial Times today 
publishes an analysis of Vir- 
gin’s expansion over that 
period, looking at the group’s 
cash flows and how it has 
financed these new ventures. 

It shows that the Virgin 
group has spent more than it 
earned in the last two years. 


mainly because of the cost of 
funding start-up ventures. 

The funding requirement is 
not large in the context of the 
group’s size, but has occurred 
at a time when Virgin's 
mature, cash-generating busi- 
nesses, particularly Virgin 
Atlantic, have been enjoying 


favourable trading conditions 
Mr Branson has said these 
cash Sow ikifirtw are immate- 
rial because of the way Virgin 
has financed new ventures, 
and that the group has sought 
outside partners that often 
contribute much of the 
fiie ventures need to spend. 


Analysts upbeat on BP-Amoco merger 


By Robert Centre in London 
and Mclurd Waters In New Yak 


Investors and analysts 
yesterday welcomed British 
Petroleum's agreed £30.3bn 
($S0bn) takeover bid far Amoco 
of the US as markets digested 
the implications of the world’s 
biggest industrial merger. 

BP shares were up for most 
of the day, although they came 
off in late trading to close lp 
down at 794p. Analysts were 
generally upbeat about the 
deal, which will create the 
UK’s biggest company. It will 
also propel BP-Amoco. as the 


new group will be known, into 
the top tier of the interna- 
tional ofl industry. 

Sir John Browne, BP’s chief 
executive and the man who 
will take charge of the new 
merged company, flew to New 
York to brief US analysts and 
investors, while other execu- 
tives began working on an 
ambitious timetable to close 
the deal by the end of the year. 

Although reaction was 
mainly positive, there was 
scepticism about some aspects 
of the agreement Several ana- 
lysts questioned whether job 
losses could be kept as low as 


6,000. Some . estimates 
suggested total worldwide job 
losses could eventually run to 
20,000 if BP-Amoco was to 
match the performance of 
Exxon, the most capital effi- 
cient of the world's three top 
listed oil companies. 

In New York yesterday 
Larry Fuller. Amoco’s chair- 
man, confirmed that “there is 
quite a lot more potential for 
more people reduction”. 

There was considerable spec- 
ulation about the fees the two 
companies will pay to their 
advisers. There were sugges- 
tions that BP would pay as 


much as $250m. although one 
person close to file company 
said its total advisory bill was 
unlikely to be above $50m- 
SSOm. He said BP’s in-house 
mergers and acquisition team 
laid much of the groundwork 
for the deal and the advisers 
were mainly involved in an 
“intense but brief flurry of 
activity at the end of the nego- 
tiations". 

Executives confirmed that 
much of their focus would be 
on improving profitability in 
the US refining and marketing 
sector, in which the combined 
group will have a major pres- 


ence, and where a significant 
amount of ^ its capital will be 
employed. 

TOe US downstream is likely 
to see some of the biggest 
f-Vitmgt>g as the two companies 
rationalise their distribution 
and retailing systems, accord- 
ing to Mr Fuller. 

On Tuesday Sir John said 
BP-Amoco would not settle for 
third place among the big 
three. He said the new group 
would compete across the 
board , with Shell and Exxon 
for the most attractive projects 
in the industry. It also wanted 
to set the pace of competition. 
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Scahdthavian AfrUhes . System - 
yesterday reported a SI per 
cent torfirst-todf profits as 
cost savings generated byAte 
membership of -the sax-airline . 
Star Affiance compensated JSx 
modest traffic-growth- : 

' SAS, which is 50 per cent, 
owned by .Sweden, Denmark 
and Norway, saw pre-tax prof- 
its increase to SKri.45bn 
C£T79m) in the six months to 
June So, up from. SKrLUbn 
last time, on sales ahead 4 per 
cent to SKrt9-8bn. 

The carrier said it was enjoy- ' 
ing synergy benefits freon the. 
alliance with Lufthansa-,. 
United, Air Canada,. Thai Air- 
ways And Vang of BraziL par- 
ticulariy in areas such as air- 
craft. maintenance, handhhg; 
catering and ticketing. 

SAS dedlnedTto put a figure 
on the cost . reductions, saying: 
only that they would be com-, 
fortebly ahead of the SKi ftffim 
savings achieved last' year.' 
Such savings offset losses 
incurred than labour disputes ' 
in Denmark and Norway. 

The airline, whose employ- ' 
ees are represented by about 
SO - different , unions, lost 
SKrS5Qm when much of Its 
long-haul fleet was. grounded 
by Denmark’s national strike 
in May. Cancellations and 
delays in the second- quarter 
undermined the &8 per cent - 
traffic growth seen in the first 
quarter, and reduced the aver- 
iin increase to first -half traffic 
to L6 percent- • 

• Gunnar Batten, rhW finan- 
cial officer, said the impact of ' 
the labour dispute , and an 
unexpected currency loss of 
SKr2Sm would hamper full- 
year growth. . " “ ’I'.’"' 

“With reservations for 
uncertainties in onr markets, 
particularly due to the aims to 
Asia, operating, income for the 
foil year is expected: to be <xi a 
level with toe 1997 result," he 
added. Pre-tax profits last year 
were Skr2J23bn. 

The carrier plans to unveil a 
new corporate Every, its first 
in 18 years, to catocide with a 
wide-ranging fleet renewal in 
the fourth quarter. 

first-half earnings per share 
for SAS Sweden and Norway 
were SKrf.55, while SAS Den- 
mark reported earnings of 
SBK.9L 
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Booming Indian software 
sector faces challenge 


By Krishna Guta 


India’s software sector is 
enjoying an extraordinary bull 
run. Investors who bought 
software stocks on January 1 
1996 have made gains of more 
than 700 per cent while Indian 
stocks generally have shown 
zero improvement 

With software companies 
trading at an average of 19 
times forward earnings com- 
pared with more than 50 times 
at most US software com- 
panies, analysts say there is 
room for further appreciation. 

However, the industry is still 
an infant. Its combined $2bn 
revenues last year, at 2 per 
cent of the world market, were 
only fractionally higher than 
those or Electronic Data 
Systems of the US. Narayana 
Murthy, chairman of Infasys 
Technologies, said: “We have a 
long, long way to go before we 
can claim to be legitimate 
global players." 

The challenge is to manage 
the explosion in size that 
comes with growth rates of 
50-100 per cent a year. “You 
have to change your manage- 
ment style," said V Chandrase- 

Him growth from software 

Wist samara sector W« 


karan. president at Wipro Info- 
tech. 

Some software executives 
say the answer may be to out- 
source work to small software 
houses. 

All software companies plan 
to move up the value chain, 
but the main obstacle is the 
product barrier. 

No Indian company has pro- 
duced a software product that 
has succeeded in developed 
markets. 

Last year at TCS, products 
accounted for only 10 per cent 
of sales, with the rest coming 
from software services. Wip- 
ro 's sales were made up 
entirely of services. 

Products accounted for only 
5 per cent of sales at Infosys. 
down from 13 per cent the pre- 
vious year. 

Mr Chandrasekaran said: “If 
you took at the cost of develop- 
ing a new product. It is 20 per 
cent development and 80 per 
cent marketing - where we doi 
not have a comparative advan- 


Wipro, they are now concen- 
trating on a branding solution 
to the problem of moving up 
the value chain. A branded 
service allows companies to 
charge a premium for a trade- 
marked set of tools and pro- 


inf osys and TCS cling to 
hopes of developing products 
that can be introduced to mar- 
kets such as the US. But like 


Infosys is also looking at 
leaping the product barrier by 
acqtositiotL 

The company wants to buy 
specialist US companies that 
have fallen on hard times and 
lack the programming exper- 
tise to update their products. 

Another way to move up the 
value chain is through work 
that borders on management 
consultancy. But Indian com- 
panies face a credibility gap 
and a lack of market access. 

Some have opted to bridge 
this through strategic alli- 
ances. 

TCS has formed a partner- 
ship with Ernst and Young to 
bid jointly for international 
contracts. 

Software executives say 
there Is no one high road to 
success, but different strate- 
gies may succeed for dl&brait 
companies. What is evident is 
that not all will do so. 
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LEISURE RESULTS BEAT ESTIMATES BUT ASIA CRISIS HITS DRINKS BUSINESS 



Universal’s 19% rise bolsters Seagram 


By Rfctard Wafas in New York 

Seagram's shares recouped 
some of their recent losses 
with a 10 per cent jump yes- 
terday morning in New 
York, following a robust 
quarterly performance from 
the company's entertain- 
ment division. 

While overall earnings 
were above Wall Street esti- 
mates, the Asian economic 
crisis led the drinks and 
entertainment group to 
report declines in both 


underlying net income and 
earnings before interest, 
taxes, depreciation and 
amortisation febitda) for 
both the latest quarter and 
its full financial year, which 
ended in June. 

The stock market’s enthu- 
siasm was prompted by a 19 
per cent increase in ea r ni n g s 
at Universal Studios during 
the quarter, to $l25m. The 
studio generated earnings of 
S712m for the financial year, 
an increase of 24 per cent. 

Edgar Bronfman, chief 


executive, said Seagram's 
acquisition of PolyGram 
would reinforce the group's 
entertainment operations, 
leading to "significant 
long-term growth and value 
creation". The shares rose 
$3% to $34%. 

Seagram is keen to con- 
clude the $i0.4bn acquisition 
of PolyGram as swiftly as 
possible, but can not do so 
until it has secured the nec- 
essary regulatory approvals 
in the US and Europe. 

The acquisition has 


already been cleared by US 
antitrust authorities, and 
Seagram is expected soon to 
make its ffa-*>t filing with the 
Securities and Exchange 
Commission in New York. It 
will then seek, clearance 
Cram the European Commis- 
sion. 

The Improvements in the 
entertainment division were 
countered by the debacle in 
Asia, however. Revenues 
from Seagram's drinks busi- 
ness in the Asia-Pacific 
region were less than half 


their level of a year before. 
That, and the rise in the US 
dollar, contributed to a 29 
per cent drop in earnings 
from wines and spirits in the 
quarter, to $123m. For tbe 
year as a whole. Seagram 
reported a $7 per cent drop 
in earnings bum tbe division 
to SSSOm. after tbe impact of 
a S60m charge related to 
Asian operations. 

Excluding one-off items, 
Seagram scraped a post-tax 
profit of S3m in the latest 
quarter, or l cent a share. 


Wall 
a 


That compared with 
Street expectations of 
small loss, and with earn 
ings of wsm. or 13 cents a 
share, the year before. 
Underlying earnings for the 
full year fdU to $l«m. or 40 
cents a share, from $30Sm 
the year before. 

These figures exclude 
items such as profits from 
the sale of shares in T toe 
Warner and earnings from 
Tropica na. the fruit juice 
business that is to be sold to 
PepsiCo. 


ABN in 
$1.25bn 
preferred 
issue 

By Vincent Boland 


ABN Amro, the Dutch 
banking group, raised 
$ 1 ,25b n yesterday in an issue 
of preferred shares, a type of 
security that combines char- 
acteristics of equity and 
debt in a move which boosts 
its capital base following its 
agreement to buy Banco 
Real of Brazil. 

The issue is the latest and 
largest in a series of such 
Issues In the past year by 
European banks. Preferred 
securities are tax-efficient 
tier one capital and are 
treated as equity by regula- 
tors, but they are cheaper 
than straight equity Issues. 

Bankers say the securities 
are an effective way of rais- 
ing capital for banks want- 
ing to participate in 
Europe's financial sector 
re s t ructur ing or to expand 
their operations. 

ABN Amro indicated last 
month when it announced 
the acquisition of Banco 
Real - which could cost it up 
to $3bn - that it would raise 
new money and maintain its 
capital adequacy ratios 
through an Issue of preferred 
securities. Some of the new 
capital is also earmarked for 
general corporate purposes. 

Spanish and Portuguese 
banks have been in the fore- 
front of preferred share Issu- 
ance in Europe tins year. 

Banco Santander, Argen- 
taria and Banco Espirito 
Santo have tapped the mar- 
ket in sizeable deals, creat- 
ing a substantial investor 
base in the process in their 
home markets, for what is a 
new asset class for many 
European Investors. 

Preferred securities have 
been regularly issued in the 
US for some time but are 
only now taking hold in 
Europe. More than $3.5bn 
had been raised before yes- 
terday’s transaction through 
preferred securities issues 
targeted at Europe's private 
client investor base, accord- 
ing to Merrill Lynch. 

ABN Amro's preferred 
share issue was sold to a 
global investor base even 
though it was structured as 
a domestic US deal and was 
not marketed to European 
Investors. Bankers Bald the 
bank's franchise in its home 
markets and unusually 
strong European 
institutional demand helped 
to create a wider investor 
base. 

Merrill Lynch was book- 
runner for the transaction 
and was joint lead manager 
along with ABN Amro and 
Salomon Smith Barney. 

The level of investor 
demand meant the size of 
the deal was raised from an 
initial 5750m, and it was 
oversubscribed at $1.25bn. 
"There is a lot of private cli- 
ent money going into the 
deal," one banker said. 

The new shares have been 
rated Aa2 by Moody's Inves- 
tors Service and A+ by Stan- 
dard & Poor’s. 

"This Is one of the stron- 
ger credit names in the pre- 
ferred share market, 
whether in Europe or the 
US," another banker said. 
"That helped to broaden its 
appeal in the international 
arena." 


Cendant tries to restore confidence 


By John Anthers in New York 


Cendant, the US direct 
mar keting and franchising 
group wracked by an 
accounting scandal for the 
past four months, yesterday 
sold Hebdo Mag, a publish- 
ing subsidiary, to its man- 
agement for $41 0m in cash, 
in the first of what could be 
several moves designed to 
restore investor confidence. 

It will follow this by today 
publishing restated' results 
for 1997, which it hopes will 
end uncertainty over its 
financial position. 

The group was given 
another boost yesterday by 
the ann n nnrpmwif that the 
board of RAC Holdings, 
which indirectly owns RAC 
Motoring Services, the UK 
highway services organisa- 
tion, had approved its sale to 
Cendant for $735m. 

Henry Silverman, Cendant 
chief executive and chair- 
man. remains under pres- 
sure to boost the share price, 
possibly through further 
spin-offs or sales. 

He said yesterday that the 
sale of Hebdo Mag would 
generate an after-tax book 
gain of more than $250m. 
"We have no comparative 
advantages as owners or 


ir 



Wattar Forbes: former chairman's package includes $35m in cash 


managers of Hebdo or our 
software businesses. Accord- 
ingly we have determined 
these units do not fit within 
our fixture business model/' 

Mr Silverman is also com- 
ing into renewed conflict 
with Walter Forbes, who 
resigned as chairman two 
weeks ago. 

The group’s problems 


started In April, when it 
announced it had found 
"accounting irregularities" 
id a division of CUC Interna- 
tional, the direct marke ting 
company which merged with 
HFS to form Cendant last 
year. It included Hebdo Mag. 

Last month. Mr Silverman, 
formerly chief executive of 
HFS, said fraud, including 


the use of fictitious 
accounts, and accounting 
errors accounted for more 
than 60 per cent of CUCs 
profits last year. 

The company's share 
price, which bad been trad- 
ing at more than 541 before 
the April announcement, 
slipped to below S20. and fell 
below $15 when the extent of 
the problem was revealed. 

Mr Forbes, the former 
CUC chief executive, 
resigned after raita for his 
departure from senior execu- 
tives and shareholders. 
Eight other directors associ- 
ated with CUC also resigned, 
and the board has been 
restructured with a majority 
of former HFS directors. 

However, Ur Forbes, who 
has consistently denied any 
knowledge of the accounting 
irregularities, left with a 
package including S35m in 
cash and the grant of vari- 
ous options. 

This will create an 
unusual expense of 3 cents a 
share in the current quarto: 
- equivalent to more ttem 10 
per cent of forecast profits. 
He was also given a limited 
release by the company, 
meaning be cannot be made 
liable for other accounting 
irregularities. 


On {Skats 


*3 


20 . 
15 
10. 
•1 


5: 


People close to Cendant 
say Mr Forbes' expense 
claims, which are not cov- 
ered by this agreement, are 
now under investigation. At 
issue are: use of corporate 
credit cards; bookings for 
hotels; claims for exposes 
incurred using his private 
jets; and his use of large 
advances in cash. 

If Cendant finds signifi- 
cant irregularities in his 
py pgfKgs , it may be able to 
claw back the package paid 
tO him 

By mid-session yesterday, 
Cendant shares were at 
new post-merger low of 
SMft, down $&. 


DBS hit by bad loan provisions 


By Stadia Mcffcdty in 
Bandar Seri Begawan 


Development, Bank., of 
Singapore, Singapore's lead- 
ing bank and the largest in 
south-east Asia, reported a 
worse than expected 50 per 
cent drop In net profit in the 
first half of the year, to 
S$178.6m (US$101m), after 
sharply increasing provi- 
sions for bad loans. 

Provisions for probable 
loan losses and other deter- 
iorating assets increased to 
S$315.5m from S$52.4m, Of 
that, S$110.7m was put aside 
to cover contingencies aris- 
ing from DBS's regional 
exposure. 

The bank's non-perform- 
ing loans to the region; are 


growing rapidly. Those in 
Thailand, Malaysia, Indon- 
esia, the Philippines and 
South Korea added up to 14 
per cent of total loans to the 
region, or S$77l.5m. exclu- 
ding Thai Dana Rank, winch 
DBS bought in March. 

With Thai Dana, the 
amount of non-performing 
loans to the region was 22 
per cent of total loans to the 
region, or S$2-51biL. 

That was far higher than 
the amount of non-perform- 
ing loans to those countries 
reported at the end of 
December, which were 5.4 
per cent of total regional 
loans, or S$365.6m. 

"It’s bad, but not alarm- 
ing.’' said Chong Yoon Chou, 
investment manager at 


Aberdeen Asset Manage- 
ment Aria. "Singapore banks 
are the healthiest in all of 
Aria." 

Earnings at other 
Singapore banking groups 
have also reflected the 
regional economic crisis, but 
analysts say they are not 
being hit as hard as banks in 
neighbouring countries, as 
Singapore’s institutions are 
far better managed and more 
prudent 

Although DBS will have to 
work its bad loans off its 
books, Mr Chong said the 
bank would benefit from its 
recent decision to buy POS- 
Bank for S$L6bn. 

The smaller bank has 
focused on the domestic 
market and is more conser- 


vative, lending to first-time 
home buyers. 

DBS is buying POSBank to 
fortify its position as the one 
of the biggest banks in Asia. 
Both institutions are linked 
to the Singapore govern- 
ment, which will own 53 per 
cent of the new entity. 

The Singapore authorities 
have been encouraging 
banks to merge, stressing 
the importance of size in 
international banking, as 
part of a broader effort to 
build the citystate into an 
international financial cen- 
tre. After the acquisition, 
DBS and its subsidiaries will 
have assets of S$93.4bn, cus- 
tomer deposits of S$59.3bn 
and shareholder funds of 
S$9.4bn. 


Dam failure costs hurt Boliden 


By Scott Morrison 
hi Toronto 


Boliden. the Canadian 
mining com pany spun off by 
Sweden’s Trelleborg. yester- 
day blamed a second-quarter 
loss on faTUng metal prices' 
and costs associated with a 
tailings dam rupture in 
Spain this year. 

Pre-tax losses for tbe quar- 
ter were US$52. lm, or 49 
cents a share, compared 
with restated earnings of 
US$19. 7m, or 20 cents, last 
time, following a change in 
accounting procedures. 

The group took a U5$34m 
special charge for the failure 
in April of a dam at the Los 
Frail es zinc mine operated 
by its wholly-owned Aplrsa 
subsidiary. 

About 4m cu m of acidic 
water and more than 
lm cu m of tailings were dis- 
charged into a nearby river, 
threatening an environmen- 
tal reserve and damaging 
farmland. 

Legal proceedings are 
under way to determine 
responsibility and liability 





are under way to determine BabtBty for damage caused by Los Freitas incident 


for damages. Operations at 
Boliden’s Spanish mine are 
expected to resume by the 
end of this year, once the 
clean-up operation Is 
complete. 

Excluding the US$34m 
charge, the company lost 


US$lB:lm, or 17 cents a 
share. Boliden was expected 
to report a loss of 28 cents a 
share, according to one ana- 
lyst survey. 

Revenues for the quarter 
were down at US$265m. com- 
pared with a restated 


US$304m for the same period 
last year. This was the result 
of felling metals prices and 
scheduled maintenance shut- 
downs at a copper smelter in 
Sweden and a 50 per cent 
owned zinc smelter and refi- 
nery in Norway. 


Durango 
in $355m 
US buy 

By Henry Tricks in Mexico City 


The BincOn family, owners 
Of Mexican parirggirip com 
pany Grupo Industrial Dur- 
ango, ds buying FourM of 
the US for $355m. in one of 
the largest ever forays by 
Mexican industrialiris north 
of the border. 

But Miguel Rincfin, Dur- 
ango chief executive, said 
yesterday the deal needed 
covenant waives from bond- 
holders before it could pro- 
ceed. Durango also planned 
to sell $l50m of non-core 
assets, such as wood prod- 
ucts. to reduce its $560m 
debt, he said. 

The merger, expefcted to be 
completed by 2000, is aimed 
at creating the sixth largest 
baxmaker in North America, 
with combined sales of more 
than $lbn. It would also 
strengthen Durango's grip 
on the US-Mexico border 
region, where its main mar' 
ket is providing boxes for 
the fast-growing “maquila- 
dora" assembly plants. 

The a c qu isi tio in is expec- 
ted to produce $44m in cost 
savings at FourM in the 
next five years, with immedi- 
ate overhead cuts of some 
$ 18 m in two . years, the com- 
pany said. 

This year Durango bought 
two corrugated box plants in 
Texas from FourM, and the 
year before it bought the 
McKinley Paper Ccanpany in 
New Mexico in spite of a 
sharp downturn In world 
papa- prices. 

Industry analysts said 
they were concerned that 
Durango might be moving 
too quickly, before tbe bene- 
fits of the McKinley transac- 
tion woo seen. 

According to Mr Rincdn, 
the family would pay the 

$355m purchase price with a 
combination of debt and 
$4&n of private funds. 


BCE under pressure to consider partnerships 


By Scott Morrison 

Recent mergers and 
alliances in the teleco m mu . 
ideations sector have height* 
ened speculation over 
whether BCE, the Canadian 
telecoms group, will success- 
folly consummate a partner- 
ship with a US carrier to bet- 
ter serve its top corporate 
customers. 

The company, which owns 
Bell Canada, the Ontario and 
Quebec service provider, has 
been under pressure to 
respond to rapid technologi- 
cal change, convergence and 
consolidation. 

Jean Monty, BCE chief 


executive, has said he 
intends to exploit the grow- 
ing market for high speed 
internet service and corpo- 
rate data communications. 
That means he can not 
afford to ignore a partner- 
ship with a US carrier that 
would provide BCE with 
access toa high-speed global 
network. 

Mr Monty has said his 
company, which had 1997 
revenues of C$3 3b n 

(US$21.7bn) t is involved in 
discussions- with various 
potential US partners and 
could make an announce* 
meet by September. 

While Qwest and Level 3 


are seen as possibilities, 
BCE’s favoured partner 
would be the merged World- 
Com/MCI group, particularly 

due to WorldCom’s internet 
focus. 

The case is more compel- 
ling given that MCI and BCE 
were partners in the now 
defunct Concert alliance and 
continue to share tech- 
nology. 

WorldCom declined to 
comment on a possible part- 
nership with BCE. saying it 
was focused on completing 
its merger with MCL 

It is not clear how such an 
arrangement would be struc- 
tured, as BCE has a number 


of options. Tbe most likely is 
that BCE would offer World- 
Com/MCI an equity stake in 
its C$750m national broad- 
band network that would 
provide high speed data and 
internet services to corpo- 
rate customers. 

BCE would secure cross- 
border originated traffic for 
its network, as well as bene- 
fit from MCFs technology 
and billing platforms. 

World Com/MCI, in turn, 
would be able to provide cli- 
ents with end-to-end sendee 
between Canada and other 

nations. 

Another possibility would 
be for BCE to form an alli- 


ance with the US carrier and 
engage in a limited share 
swap agreement. 

However, analysts say that 
a share swap between BCE 
and its US partner could 
result in a messy divorce 
should the alliance eventu- 
ally fell apart 

A more unlikely scenario 
would be a merger. That, 
however, would amount to a 
-takeover by the larger 
WortdCom/MCI group, with- 
BCE shareholders control- 
ling a minority interest In 
the combined entity. 

Analysts doubt Mr Monty 
would be willing to consider 
such a transaction. There 


are also restrictions on for- 
eign ownership of Canadian 
telcoms groups. 

A Anal option available to 
BCE would entail forming a 
joint venture, with a US car- 
rim-, simitar to that recently 
announced by AT&T and 
British Telecommunications. 
The two groups are to create 
a new entity, to. meet the 
growing demand for high 
speed internet and corporate 
d a te wwim i miftattOyw . 

But the significant capital 
investment required to cre- 
ate a new international joint 
venture would likely dis- 
suade BCE from adopting 
such a strategy. 


NEWS DIGEST 




DIAMONDS 


Ashton Mining loses 
both senior officials 

Ashton Miring, foe Austrafah cBamond producer, lost both 
its chairmen and chief executive yesterday. amid specula- 
tion that hwestore hid boon unhappy with thsir perfor- 
mance. The company mM N. R. "Nobby* CtaA, chairman, 
and John Robinson. chW executive, had r eigne d wfth 
Immediate effect Analysts said Mr dark. 69. had been 
expected to retire thta ye*, but Mr Rrttoon’e departure 
was a surprise. 

They suggested the departures wore probably spurred 
by Australian fomstment institudons unhappy wtm Ash- 
ton's share pries performance - K has misty hatred in the 
past year from AS1A4 to 94 cents - with backing from 
Malaysia Mining Corporation, which owns 47.3 par card of 
Ashton. 

Ashton owns 40 per cent of the Argyle mine in Western 
Australia, in vofejn* farms the world’s biggest producer. 
Thereat is owned by Rio TWo. the Angto-AuatraHan 

group. Argyte quit the diamond cartel organised by De 
Bovs of South Africa in 1986. since when Ashton's sates 
and margins have fallen sharply. 

T think tha dachtort to bore {the cartel) may hare coat 
him [RobinsonJ hta Job," ono Melbourne analyst said. Ash- 
ton's sham price has bean particulariy'waak since May, 
when It made a placement mid announced a 1 -for- 10 
rights issue to fond three development projects. The issue, 
at AS1.15 a share, was 50 par cent undersubsenbed and 
institutions were left with big parcels of excess stock. 

MMC took its fed a n fitt ama nt of the rights issue. 

Paul McCftntock. formerly deputy chairman, replaced Mr 
Clark and Douglas BaHey, finance director, is acting as 
chief operating officer pending Mr Robinson’s replace- 
ment Kenneth Gooding, Mining Correspondent 


SOUTH AFRICA 

Amplats jumps 171% 

Anglo American Platinum Corporation (Amplats), the plati- 
num arm of South Africa’s Anglo American conglomerate, 
benefited from the falling rand, strong dottar prices for its 
products - especially palladium - and increased output to 
help raise Its net profit in the year to June by 171 per cant 
to Rl.64bn ($257m). 

Amplats said yesterday that R5l9m of the net profit was 
a one-off surplus on the sale of Ha inve s t m ents in diamond , 
trading companies. However, wen without that, earnings 
were up 85 per cent and would probably continue to 
improve in the current year. "Should the rate of exchange 
remain above R8 to the US dollar and metal prices in US 
dollars remain at current levels, Amptats’s headline earn- 
ings In tha 1999 financial year wifi show significant 
growth,” the company said. 

Global demand for platinum for both Jewellery aid 
industrial tee remains firm, with growing JeweBery sales In . 
China and the US more than offsett in g falling demand in 
Japan. Supplies of both platinum and palladium have been 
curtaBed by kJwer-than -expected Russian output 

Amplats plots to take advantage of the shortfall of plati- 
num group metals by further increasing production, using 
its improved cash flow to finance a R1.6bn expansion 
plan. The company is also negotiating to buy Northern 
from Gold Fields of South Africa. 

Victor Maflet, Johannesburg 


NORWAY 

Lawsuit hits Elkem result 

Bkem, the Norwegian metals producer, yesterday reported 
a 15 per cent fell in first-half profits, to NKr297m (S39m), 
mainly because of the NKr165m cost of settling a price- 
fixing case in the US. 

Income before that and other extraordinary items rose 
from NKr514m to NKrfiOSm. The results were still better 
than analysts' expectations, which had factored in the cost 
of the class action lawsuit against Bkem Metals Company 
In the US. “Accounting-wise we are finished with this 
case,” said Beard Haugen, Bkem chief financial officer. 
“But there are some remaining companies which are not 
settled aid which we tried to accrue for fin the NKr165m 
charge]. It could be more, It coted be less than that” 

Income from operations rose from NKrS44m to 
NKrt348m, after taking into account a non-recurring profit 
of NKi28m fix' discounts on earlier deliveries of electric 
power to its Icelandic Alloys plant. Sales rose to 
NKriL22bn, from NKr4.71bn. Valeria SkBW, Oslo 


TELECOMMUNICATIONS 


Mobilcom surges to DM53.2m 

Mobflcom, the fast-growing German telecxxnmunications 
company, yesterday reported a sharp jump in first-half 
sales and profits and said further rapid growth was in 
prospect Pre-tax profits rose 391 per cent to DM53J2m 
($29. 8m), with net income up 402 per cent to DM27.2m. 
Earnings per share rose from 40 pfennigs to DM2. 

. Gerhard Schmid, chairman, said turnover should pass 
the DM1 bn mark for the full year, after a 212 per oent rise 
in the first half to DM461m. The interim figure included 
DM1 62m In the second quarter from a new acquisition. Mr 
Schmid said the company's mobile telephone customers 
had increased from 230,000 in the first half of last year to 
some 690,000, Since the Schleswig-based company came 
to Germany's Neuer Markt for young, innovative compa- 
nies more than a year ago, its shares have soared. Yester- 
day, they gained DM30 to DM600. 

Andrew Fisher, Frankfurt 


SOFT DRINKS 


Ocean Spray attacks PepsiCo 

Ocean Spray Cranberries, the Massachusetts-based cran- 
berry products group, has filed a federal lawsuit against 
PepsiCo to prevent the group from selling single servings 
pfTropfcana jufces. PepsiCo announced last month Its 
intention to purchase Troplcana from Seagram for S3 3bn 

. ° C8a 2 Spra y' s single-serving ' 

Juice products since 1992, and Ocean Spray savs its con- 
tract V* PepsiCo forbids It to sen any^S, 
ages. Single servings accounted for $225m of Ocean 
Spray's $1.44bn total sales last year 

— ■* °— 


BANKING 


Three bid for Israel Discount 

Three groups have appfied to bid for a controfflno stake 
brari Disooort Bank, #» country's third teglKSi 
that thegowmrngnf s bank privatisation pr^SnSb 
proceeding as planned. 

M. I. Holdings, the government agency responsible 
for privatising banks, said one of the bkWerswas 
IRR-Leucariia, led by Jeffrey K*n, former president of 
Repj^Nationte Sarj offoel JS. Mr 
Bank Hapoalkn, tamers biggest, last year. The ottwfSn 
groups are headed by Israeli businessmen S^on^EiS 
and Benny Steinmitz. Avi MachBa, Jerusalem 
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COMPANIES & FINANCE; THE BP-AMOCO MERGER 

c thrown down to top-tier rivals 


By Robert Conte 

The 60-40 equity split in 
British Petroleum's takeover 
this week of Amoco of the 
US must have struck a cer- 
tain resonance at Royal 
Dutcb/ShelL For it is exactly 
the sa me split in ownership 
between Royal Dutch and 
Shell Transport and Trading, 
the two companies that form 
the world’s most enduing 
unconsununated merger. 

One analyst said Shell 
could not ignore the implied 
challenge. The rivalry 
between the two groups is 
well known in the industry, 
and has only intensified in 
recent years, as Bp’s reputa- 
tion among investors has 
risen while Shell’s has 
fallen. 

Yesterday Shell executives 
in London were once again 

ACCOUNTING 


wondering why BP seems 
co nsist e ntl y able to beat the 
Anglo-Dutch giant in the 
public apii li wPStOT y pfaffrwHf 
stakes. Some within Shell 
see their company’s ohses- - 
ston with BFs performance 
and strategy as unhealthy. 
They worry that ft diverts 
senior managers from more 
productive duties. But the 
extent of that obsession 

should not be underesti- 
mated, they say. 

Such emotions are 
matched on the. BP side. * 
where, executives appear - 
equally obsessed with “beat- 
ing Sbeir\ or at least show- 
ing it up as slow er plodding 
in adopting pr ogr es s ive poli- 
cies. or performing 
more demanding industry 
norms. 

The consensus among ana- 
lysts yesterday was that the 


Transaction 
seen as merger 


lawsuit ruts BkemitaS 


By George Graham, 

Banking Editor 

British Petroleum's deal 
with Amoco may look to the 
outside observer like a take* 
over of the smaller US com- 
pany. but the transaction 
will be accounted for as a 
merger under UK accounting 
rules. 

Gordon Dyal, the Morgan 
Stanley corporate financier 
who advised Amoco, said 
accountants on both sides of 
the deal had assured man- 
agement it would be treated 
as a merger. “We believe this 
will be and should be 
accounted for as a merger in 
the US and UK.” be said. 

UK merger accounting 
allows the new company to 
write off goodwill - the dif- 
ference between the price of 
the acquired company and 
the sum of its assets - 
against its. reserves. With an 
acquisition, goodwill has to 
be amortised against profits, 
and so reduces reported 
earnings per share. ■ - - 

New rides coming into 
effect in the UK at the end of 
this year will require good- 
will to be shown in the bal- 
ance sheet and amortised 
even for mergers.. 

Merger treatment is 
allowed in the UK only when 
the two partners are sub- 
stantially the same size. 

With BP shareholders 
bolding 60 per cent of the 
combined group and Amoco 


40 per cent, tins week's deal 
is close to the, boundary. It 
also gives Amoco sharehold- 
ers a 15 per cent premium 
for their shares, while the 
rule of thumb is that the pra 
miiim shn»M nnt exceed 10 
pm* cent. . 

In theory, analysts should 
be- able to ignore the 
accounting treatment of 
goodwill and look straight to 
BP-Amoco 's underlying cadi 
How. 

“The question is whether 
you feel the underlying eco- 
nomics Of the rtpfll rhangp gg 
a result of the way it is 
accounted for. My belief is 
that for the investor the; 
don’t.” said Rod Peacock, 
who led the J.P. Morgan j 
team advising BP. 

In the US, where amortisa- 
tion of goodwill Is the norm, 
investors Judge sectors such 
as cable companies an the 
basis of underlying cash 
flow.- This does not appear to 
be the case for all sectors, 
and the eagerness of US 
companies. to use pooling of 
interests, another account- 
ing treatment that avoids 
the am o r tisa t ion qf goodwill, 
suggests that the issue is 
still live. 

“Pragmatically, it is still 
the case that the dng ip most 
important indicator of an 
industrial company’s perfor- 
mance Is its earnings per 
share,” said. an investment 
banker not involved in the 
deaL • - - 


BP- Amoco deal win have a 
lasting Impact on the top 
tier of fisted international ail 
companies, which sow 
includes SbeB. Exxon of the. 
US and BP-Amoco. “Shell 
and Exxon used to have, a 
lockboM on the largest asset 
plays,” said Joe Stanislaw. a 
consultant with Cambridge 
Energy Research Associates. 
"Now fije balance is sum to 
shift.” 

Analysts do not expect a 
knee-jerk reaction by either 
Exxon or Shell but say that 
both will have to sharpen, 
their performance. 

Shell which is the middle 
of a long-term cultural trans- 
formation and a deep 
restructuring of some busi- 
ness units, f Hyfo as its under- 
performing chemical divi- 
sion. will no doubt be hoping 
that BP-Amoco becomes 


mired in the complexities of 
integration. 

Last week Mark Moody 
Stuart the new Shell chair- 
man, told the FT about the 
difficulty of putting two very 
large, ofl companies together. 
He said Shell's two down- 
stream refining and market- 
ing joint ventures in the US 
with Texaco and Saudi 
Aramco proved "slow to 
starts They also involved a 
"couple hundred people” 
concentrating on the merger 
for a prolonged period,, 
rather than on .the' underly- 
ing business. “When you 
merge two very large organi- 
sations, you can get hypere- 
conamies of scale,” he said. 
"But cultural and regulatory 
problems can certainly slow 
you. down.” 

The speed with which BP- 
Amoco can make itself a 


force in oil's “super league” 
will be an important factor 
in how big a long-term 
threat it poses to Shell and 
gxxnn. 

The longer the integration 
takes, the less able the new 
group will be to bring BP’S 
commercial strengths to 
bear on a wider competitiv e 
landscape. 

The big test is likely to be 
in how weD it fares In stri- 
king deals in countries with 
large undeveloped reserves, 
and which are opening to 
foreign investment. “Can 
you imag ine the next time 
Shell sits down to negotiate 
in Tehran?” asks Fergus 
MacLeod, at brokers BT Alex 
Brown in Edinburgh. “They 
will no leaser be in a league 
of their own. As [Sir John 
Browne. BP-Amoco’s chief 
executive! said, this week’s 


CHEMICALS GROUP'S SPREAD WILL PROVIDE PROTECTION AGAINST CYCLICAL DOWNTURNS 


Role fortified in growth markets 
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By Jenny Luesby 

Executives at E3£ the French 
oil company, must be won- 
dering what partnership 
means, as they adjust to a 
world in which BP and 
Amoco are merged. 

Through its chemicals 
arm. Elf Atochem, the 
French group is. a BP part- 
ner. Tbe two run a polypro- 
pylene venture, AppryL The 
arrangement -is .exclusive: 
np.ithpr company can. do any- 
thing on its own. . 

But BP could not risk a 
leak by talking to its poly- 
propylene partner about how 
to reorganise the joint ven- 
ture, which accounts for 
about 5 per cent of its chemi- 
cals operation. Atochem was 


not available for comment 
yesterday. 

Of the world's five bulk 
commodity plastics, polypro- 
pylene is the only one enjoy- 
ing strong market growth, 
and BP-Amoco would be the 
second-largest producer. 

The union sets up an even 
stronger position in the 
other commodity petrochem- 
ical enjoying a thriving mar- 
ket - PTA. the raw material 
for polyester fabric and plas- 
tic. This market has been 
growing at double-digit rates 
for several years. 

However, ' the market's 
growth attracted so much 
new capacity that prices 
nosedived two years ago. 
Ironically, this slide - which 
was also the catalyst for the 


dismantling of Imperial 
Chemical Industries - has 
been instrumental in the for- 
mation of BP-Amoco. 

Amoco was at the front of 
the pack as a PTA producer, 
and suffered from the mar- 
ket’s collapse. Now, BP- 
Amoco will account for 37 
per cent of the global PTA 
market as rising sales bring 
the first signs of recovery. 

With* polypropylene and 
PTA set to account for one- 
third of the new .chemical 
group’s production. BP- 
Amoco is well-placed in two 
of the only petrochemical 
markets enjoying strong 
growth. 

The group will also be the 
world’s largest producer of 
acetic arid, acrylonitrile, aro- 


matics such as paraxylene, 
and polybutene. 

Bryan Sanderson, chief 
executive of BP'S chemicals 
operation and named as 
head of the combined chemi- 
cals group, said: “II we are 
going to build large-scale 
petrochemical complexes in 
emerging markets, we need 
to be able to offer the fuB 
range.” 

The spread also protects 
earnings by pegging the 
group to a number of cycles. 

Maybe that will not mat- 
ter. IE, as Mr Sanderson pre- 
dicts. consolidation will end 
with just five or six petro- : 
chemical producers in the 
world, price volatility may | 
be a story of the 20th | 
century. I 


BEHIND THE SCENES 


deal is all about choice, and 
it is in places like Iran where 
it will be felL” 

Exxon is also expected to 
fori the pressure, ft has con- 
sistently produced the best 
returns on capital employed 
among the leading oil 
groups, but ft has done so in 
a way that shrinks its share 
base, rather than by empha- 
sising growth. Exxon is 
likely to be loath to abandon 
a tested formula: after all, 
investors have been wining 
to support a premium in 
Exxon share price in 
exchange for predictability 
of earnings growth. 

The question is whether 
Exxon can afford to acceler- 
ate a process that constantly 
shrinks its capital base, or 
whether it goes head to head 
with BP-Amoco and SheD in 
securing fixture growth. 


Partners quiet 
over who made 
initial approach 


ByVfcgUa Marti, Robert 
comm ana jane MBfmSOn 

A day after news of their 
merger stunned the oil 
world. BP and Amoco yester- 
day remained coy about who 

wooed whom, and when. 

BP would not comment on 
suggestions that talks bud 
begun as long ago as six 
months, saying only that 
they had lasted for "several 
months”. And the two com- 
panies’ bankers repeated the 
line that neither side had 
made the first move. 

BP said issues such as the 
new entity's name and top 
management were settled 
early on. yet just minutes 
before Tuesday's analysts' 
meeting. Sir John Browne 
and Larry Fuller. Amoco 
chairman, were still locked 
away in Sir John’s office at 
Britannic House. Senior 
executives from both compa- 
nies milled around outside 
the dosed door or checked 
computer screens for the lat- 
est share price. 

“Who picked up the phone 
first, you can't tell.” said 
Rod Peacock, who led the 
J.P. Morgan team that 
advised BP. Rather than 
being dreamed up by an 
investment banker, the 
merger had evolved from 
regular contacts between 
two companies that had 
known each other well for 
years, be added. 

Several bankers not 
Involved in the deal said 
they thought BP had con- 
tacted Amoco. Once it had 
done so. it found a willing 
partner. 

One area where plenty of 
details have been forthcom- 
ing, however, is over the 
management structure. 

the decision to establish 
early on - in a project cod- 
enamed Belgium in the US 
and Eagle in the UK - who 
would rake the top jobs, and 
the insistence on a single 
chief executive, contrast 
with other recent mega- 
mergers. 

Sir John, who is a non- 
executive director of Smith- 
KHne Beecham, the pharma- 
ceuticals group, is said to 
have been deeply disturbed 
that earlier- this year a pro- 
posed merger between the 
group and Glaxo Wellcome 
failed because of conflict 
between top executives. 


Analysts were speculating 
yesterday whether power 

would be as concentrated in 
Sir John's office at BP- 
Amoco. Almost ail of the top 
15 executives named to head 
the new group are to bv 
based in London. 

Sir John is apparently 
keen to put in plan' a corpo- 
rate structure that will keep 
him close to the assets. The 
15 top managers are exjxv 
ted to control IT- assets 

worldwide, leaving no rarov 

than three managrinent lay- 
ers between Sir Jului ami the 
assets that generate cash 
flow. 

The ‘J2 strong hoard - 
where BP will nominate 13 
directors and the majority 
will be iMin-exivutui* - mil 
have iwu co-chairmen, a 
chief executive with twu dep- 
uties and a chief financial 
officer - John Buchanan. 
BP's finance director. 

While the board refirtts 
BP's dominance in a deal 
billed as u merger, the fact 
that Amoru's top executives 
are older and clover to retire- 
ment than their UK counter 
parts has also clearly been a 
fcictor. 

For example, Mr Fuller, 
who will he co-chairman of 
BP Amoco until Ids retire- 
ment in awn. is ?$. while Bill 
Low no. the Chicago-based 
group's president l who is set 
to head refining and market- 
ing. and chemicals, ns one of 
two deputy chief executives) 
Is 54. Theodore Sosa, Anu> 
co's executive vice-president 
in charge of chemicals, who 
will work under Bryan 
Sanderson. BP's chemicals 
chief, is 57. 

Sir John is 50, while Rod- 
ney Chase, his deputy, who 
like his boss has spent tluve 
decades at BP, is 54. He is to 
head exploration & produc- 
tion, whose operations in the 
western hemisphere will be 
managed from Houston. 
Texas. 

With the global headquar- 
ters in London, Amoco's 
head office in Chicago will 
become the centre for North 
American refilling, market- 
ing and transportation busi- 
ness, and eventually the 
worldwide chemicals busi- 
ness. The Amoco brand is to 
be extended to BP’s US retail 
operations but in the rest of 
the world the BP brand will 
prevail. 
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NEWS DI GEST 

BIOT ECHNOLOGY 

Novo Nordisk plans 
DKr3bn buy-back 

Novo Nordisk, the Danish diabetes care and industrial 
enzymes spedaflst, delighted investors yesterday with a 46 
per cent rise in firet-haif pre-tax profits and plans for a 
DKr3bn ($442m) share buy-back. 

The shares, which have fallen heavBy from their 
DKrl.200 peak this year, yesterday responded with a 5,8 
per cent rise to DKr8B5. The company said operating 
income was 42 per cent ahead at OKr1B5bn in the first, 
half, white pre-tax profits surged 46 per cent to ■ • 

DKrl .99bn. Net non-recurring income of about DKt300m 
contributed to the operating improvement, which was 
about 18 per cent when adjusted for the one-off items. 

Net profits for the first half cflmbed 43 percent to 
DKrl .31 bn, with earnings per share up to DKr17.61 from 
DKrl 1.81. Turnover rose -10 per cent to DKr8.68bn, with 
sales of healthcare products ahead 12 per cent to 
DKr6.47bn, mainly because of better volume and product 
mix. Enzymes sales rose by 6 per cent to DKr2.18ba 
HSary Barnes, Copenhagen 

FO OD INDUSTRY 

Parmalat confirms daily growth 

Parmalat the acquisitive Italian food and dairy products / 
group, yesterday confirmed plans to expand its dairy activ- 
ities but played down reports of a deal wtfo the dairy 
products division of Cirio, another test growing ftafian. 
foods company. It was responding to a report 'm H CSor- 

nale, the Milan daily, that it was in advanced negotiations 

to buy for UOObn $398m) the dairy products activities of 

Cirio. However, it acknowledged there had been talks. - 
Parmalat last week announced plans fo ra L1,0 00bn 
capital increase to fund acquisitions. The company has 
made seven acquisitions this year. 

Cirio, controlled By Sergio Cragnotti, recently took over , 
the South African Dri Monte food group. The ttafian group . 
has heavy debts and is understood to want to focus on as - 
canned food and fruit juice businesses. Pore Betts, MBan 


TEXTILES ; " . - 

Lenzing in Lyocell warning 

Lenzina, Europe’s biggest viscose fibre producer. has 
warned that sales of tyoce^its new fabric, are running 
writ below expectations and it now expects to seB half Its 
planned production of -10,000 tonnes. The-Austrian group 
began production of Lyocell, the ftst new.man-made fax®, 
in more than 30 years, In July 1997. btf competition from 
cheaper Aslan-produced fibres, has undermined demand 
and stocks have been rising rapidly. Lenzing its reduring 
its spending on research and marketing in an attempt to 
reduce LyocriTs expected losses. of Sch250m (S20m) this 
year. WBBam HaB, Zurich ‘ . 


C OMPANIES & FINANCE: INTERNATIONAL 

JAPANESE BANKING FEA RS OF CREDIT SQUEEZ E PROMP T MOODY’S TO CUT RAT ING 

LTCB debt downgraded to junk bond status 


I By GffianTstt In Tokyo 

Long-Term Credit Bank, the 
troubled Japanese group, 
received a Mow yesterday 
! from Moody’s, the US credit 
rating agency, which down- 
graded its senior debt to 
junk bond status. 

Moody's said it had 
decided to downgrade the 
debt from Baa3 to Bal - the 
level known as “speculative” 
- because of concern that 
LTCB faced a credit squeeze. 


The, mov e could u nder- 
mine LTCB’s ability to raise 
new funds in the markets by 
issuing debentures. Traders 
yesterday indicated that the 
bank was now expected to 
raise no more than YlObn 
(588ml from five-year deben- 
tures this month - one-tenth 
of the normal levels. 

The pot enti al credit 
squeeze at LTCB could have 
broader implications for the 
financial markets, as the 
future ' of the bank is 


regarded as a critical test for 
the Japanese government’s 
policy towards the embattled 
hanking sector. 

LTCB announced in June 
that it was hoping to merge 
with Sumitomo Trust. How- 
ever, Sumitomo Trust has 
insisted that it will only pro- 
ceed with the merger after 
an audit of LTCB has been 
completed and will only 
acquire LTCB’s healthy 


The Financial Supervisory 


Agency, Japan's banking 
regulator, is due to complete 
an audit of LTCB in the com- 
ing days. 

There are also growing 
signs that LTCB’s alliance 
with UBS. the Swiss bank, is 
unravelling. This pact 
involves three joint ventures 
- in investment banking, 
asset management and pri- 
vate banking - and. a 1 per 
cent cross-shareholding: 

UBS has recently decided 
to remove the LTCB name 


from the brand name for the 
joint ventures and is consid- 
ering buying out LTCB’s 
stake in the investment 
hanirinp and asset manage- 
ment ventures. . 

It emerged earlier this 
week that LTCB had aban- 
doned plans to inject any 
capital into its private bank- 
ing joint venture. 

The Swiss group said that 
"UBS and LTCB agreed prior 
to the launch of the private 

banking business that it was 


in the best interests of the 
business and their clients 
that the private bank com- 
mence as a UBS business.” 
It added: “However, we 
will work together in the 
spirit of co-operation ... We 
remain committed to the 
Japanese market, our clients 
and our staff.” 

LTCB’s share price fell to 
a record tow of Y37 earlier 
this week - or Y13 below par 
value - before recovering to 
close at YJl yesterday. 


CBA rises 4% despite increased competition 


By Gwen Robinson In Sydney 

Commonwealth Bank of 
Australia, one of the coun- 
try's top four banks, yester- 
day potted, a slight increase 
in annual net profit and pre- 
dicted modest grow th in the 
c urren t year amid growing 
c ompetiti on and the continu- 
ing impact of Asian eco- 
nomic turmoiL 
Net profit for the year 
ended in June rose 4 per 
cent to A$L25bn (US$rmm) 

before abnormal charges, in 

line with most analysts’ 
expectations. Restructuring 
costs, including more than 
2,000 job cots, resulted in an 


abnormal charge of |161m 
1 after tax. limiting net profit 
to 5l.09bn, or an annual 
increase at just 1 per cent 

The bank’s charge for bad 
and doubtful debts surged 
from 586m the previous year 
to 5233m, reflecting CBA’s 
efforts to reduce Asian expo- 
sure, particularly in Indon- 
esia. Its aggregate exposure 
to the Asia region had been 
cut by a further 12 per cent 
in the six months to June 
and now represented only 4 
per cent of total credit risk, 
said David Murray, manag- 
ing director. 

CBA’a Indonesian banking 
joint venture. Bank Bn Com- 


monwealth, had traded prof- 
itably, with increased depos- 
its in the year, in spite of the 
country’s political and social 
upheaval. But Mr Murray 
said CBA was “very cau- 
tious” about further invest- 
ments in Asia because of a 
"significant loss of value in 
many existing financial 
institutions”. 

Lending volumes rose 10 
per cent to A$92J37bn in the 
year, while net interest 
Income was steady at 
A$3.39bo because of the 
decline In CBA’s group inter- 
est margin to 333 basis 
points from 853 basis points 
the previous year. 


Other operating income, 
including fees and transac- 
tion charges, rose 24 per cent 
to A$i.88bn. CBA’s cost-to- 
income ratio fell from 602 
per cent to 58-5 per cent, 
although operating expenses 
rose 4 per cent to A$3-09bn- 
The final dividend was 
increased by 1 cent to 58 
cents a share. 

ASB Bank of New Z e a l and. 
75 per cent-owned by CBA, 
posted a record 17 per cent 
increase in net profit to 
NZSiosm CUSS54m). contri- 
buting about 6.7 per cent of 
total profits at CBA, up from 

.5.8 per cent a year earlier. 

Mr Murray said the wit- 


look for CBA in the current 
business year was “challeng- 
ing”. Continuing fall-out 
from the Asian crisis would 
slow the economy and damp 
demand for credit. 

He predicted non-interest 
incomp, which improved In 
the past year while interest 
income remained flat, would 
continue to grow to produce 
a slight increase in net 
profit. 

Mr Murray confirmed that 
CBA was considering spin- 
ning off or floating many of 
its property assets, currently 
estimated at AS1.2bn. but 
could not provide details. 

As part of the bank's con- 


tinuing shift away from 
expanding property hold- 
ings, Mr Murray said CBA 
was planning to lease more 
property assets, including 
branch sites. 

This visit CBA is set to 
launch its venture with 
Woo] worths, the national 
supermarket chain, to estab- 
lish a supermarket banking 
network. Some analysts 
have questioned the poten- 
tial costs of the venture, but 
Mr Murray predicted the 
business would develop 
quickly. 

On the Australian Stock 
Exchange, CBA shares rose 
5.1 cents to 519.60. 


Mediobanca moves to revive bank merger talks Fm 

O BRaqpi 


By Pad Betts to IBan 

Mediobanca, - the Milan 
investment bank, has 
revived a- campaign to help 
force a . merger between- 

Tbmra Qyprtwmrialp T tafiana 
and Banca di iloma. 

The latest move is the sale 
by HdP, the industrial hold- 
ing company closely Baked 

with Mediobanca, of its .l per 
cart stake in Credits Italians 
h while boosting its h old ing In 
BCI, Credito's main Milan 
rival, by i percentage point 
to 2^ per cent 


• HdP claims the switch was 
a purely financial move, but 
the transaction has been 
widely seen as part of a man- 
oeuvre by Mediobanca and 
It? allies to strengthen their 
hand m an eventual revival 
Of the BCI-Banca di Roma 
merger. 

Merger talks, strongly 
backed by the central bank, 
collapsed in June, partly 
because the conversion ratio 
was at the time heavily 
weighted In favour of Banca 
di Roma. Luigi Fausti, BCI 
chairman, has also been 


opposed to the merger, as 
have Paribas and Commerz- 
bank, BCTs two main for- 
eign shareholders. 

However, Mediobanca has 
been seeking to revive 
merger talks between tbe 
two, which each own S per 
cent of tbe Milan bank. A 
tie-up would lead to further 
consolidation in Italian 
banking and help secure 
Mediobanca’s own core 
shareholding structure. 

Other Mediobanca allies, 
such as Insurers SAI and 
Fondiaria, have built up 


their BCI stakes recently, 
while Assicurazioni Gener- 
ali. in which Mediobanca 
holds a significant stake, is 
awaiting central bank 
approval to double its hold- 
ing to 10 per cent 
These acquisitions have in 
part explained the rise in 
BCTs share price in recent 
weeks, pushing the conver- 
sion ratio between BCI and 
Banca di Roma closer to lev- 
els that might be more 
acceptable to BCI manage- 
ment At current prices, the 
merger ratio would be 3.4 


Banca di Roma shares for 
one BO share. 

Mediobanca has seen its 
influence wane, with several 
Important former allies 
going their own way. Credito 
Italiano, for example, opted 
for a merger with a group of 
north Kalian regional banks 
to form tbe new Unicredito 

group. 

BCI has also shown stir- 
rings of independence, say- 
ing it is keen to expand in 
northern Italy rather than be 
forced Into an alliance with 
Banca di Roma. 
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COMPANIES & FINANCE: THE FUTURE FOR VIRGIN 




Branson may feel the 
heat if cash flow sun 
sets on his empire 

Jonathan Ford asks whether one of the UK’s best known entrepreneurs 
may have overcommitted himself and whether the options for his diverse 
Virgin businesses from airiines and record companies to cosmetics may be 
limited if the predicted economic downturn begins to bite 


T en years ago, Richard 
Branson almost sank 
his business empire 
by launching an ill-fated 
managemen t buy-out of Vir- 
gin Group, the quoted hold- 
ing company that owned his 
record business. 

When the UK economy 
subsequently fell into reces- 
sion, the group struggled to 
service the resulting debts 
and Mr Branson was forced 
to sell large chunks of his 
business just to survive. In 
1992, he even sacrificed the 
crown jewel, the record com- 
pany. After the deal was 
signed selling it to Thom- 
EMI for £5G0m, Mr Branson 
cried. 

A decade on. Mr Branson 
is again heavily extended at 
what could be the peak of 
the business cycle. Saving 
trimmed the group back 
through forced disposals tn 
the early 1990s, he has been 
on an expansionary spree. 

In the past five years. Vir- 
gin has invested in a bewil- 
dering array of businesses, 
many of them costly start- 
ups. These range from soft 
drinks to wedding dresses 
and cosmetics. 

At the age of 48, Mr Bran- 
son controls a largely pri- 
vate business empire that is 
thought to be worth in 
excess of £3bh. Its services 
are bought by more than 
100m customers each year, 
while its brand is one of the 
best-known in the UK and 
recognised throughout the 
world. It is a formidable 
achievement 

Yet Mr Branson and his 
group are not without crit- 
ics. He has been criticised 
for applying the Virgin name 
indiscriminately to too many 
businesses, leaving the 
brand - arguably his most 
valuable asset - vulnerable 
should one of than fail. 

An equally pertinent criti- 
cism is that Mr Branson 
might once more have 
chanced his arm at the 
wrong moment in the eco- 
nomic cycle. Last time, he 
was caught out gearing up 
into a downturn. Could the 
same happen again? 

It is impossible for an out- 
sider to assess the full extent 
of Mr Branson’s resources, 
or the profitability of his 
empire. Some information is 
shrouded behind the web of 
secretive offshore trusts and 
companies through which he 
controls tile group. 

But by examining the pub- 
lished accounts of Mr Bran- 
son’s main operating compa- 
nies, most of which are 
registered in the UK, the 
F inancial Times sought 
to assess whether his empire 
pays its way. 

This analysis, it should be 
said, is far from perfect. 


Much of the financial infor- 
mation available on the 
group is out of date, and few 
Virgin companies share the 
same year ends. Nonethe- 
less, it provides a picture of 
how Virgin's finances have 
changed over the past three 


Virgin claims that this 
approach is wrong because 
the groups businesses are 
Individually ring-fenced and 
many have strong outside 
backers. Mr Branson also 
believes that profitability is 
an unfair measure by which 
to judge Virgin’s perfor- 
mance. As a largely 
unquoted group, it is not 
under pressure from outside 
shareholders to declare 
increased profits each year. 
Indeed, he says the group 
encourages subsidiaries to 
invest most of the cash they 
generate. 

Mr Branson’s preferred 
yardstick is cash flow. He 
recently gave an upbeat 
account of the group’s finan- 
cial condition, in which he 
rTaimprf that virgin compa- 
nies collectively generate 
£150m of cash a year. "We 
are in the strongest position 
we have ever been in," he 

gairi, 

Mr Branson is right: cash 
is Virgin's lifeblood. This 
was amply demonstrated in 
the last recession when his 
passion for debt-funded 
expansion outstripped the 
group's dwindling cash 
flows, bringing it close to 
collapse. 

An analysis of the cash 
flows of the main Virgin 
companies over their last 


by the time it is expected to 
break even early next cen- 
tury. Nor is the pace of 
investment slackening. Vir- 
gin is con tinuing to launch 
new projects, such as Virgin 
Active, a chain of health 
clubs an which it plans to 
spend £50m. The group is 
also in discussions about 
launching a mobile phone 
venture in the UK. 

At present, three Virgin 
businesses throw off surplus 
cash. These are Virgin 
Atlantic and Virgin Express, 
the two airlines, and Virgin 
Rail, which he set up last 
year to take over two UK 
train franchises. 

However, there are ques- 
tion marks over the sustain- 
ability of these cash flows. 
Although Virgin Atlantic 
continues to generate strong 
profits - the group says its 
latest, as. yet unreleased, 
results show profits grew by 
more than 20 per cent last 
year - the airline industry 
cycle is thought to be turn- 
ing after four strong years. 

Virgin Express, which lost 
money in the first quarter of 
this year, is still struggling 
to establish itself in the 
European short-haul market 
Virgin Rail only generates 
cash because it receives sub- 
stantial government subsi- 
dies, which will decline. 

Arguably then. Virgin's 
expansion could lead Mr 
Branson into the same trap 
he fen into last time. In bor- 
rowing heavily to boy Virgin 
Group back from the stock 
market in 1988, he effectively 
mortgaged its future cash 
flows on the assumption 


It is impossible for an outsider to 
assess the full extent of Mr Branson’s 
resources, or his empire’s profitability 


three accounting periods 
shows that while at the oper- 
ating level, they are generat- 
ing substantial cash flows, 
after capital spending and 
tax the group is absorbing, 
rather than generating, cash. 

In the last three years, Mr 
Branson has been on a mas- 
sive investment spree. Not 
only has Virgin poured 
money into start-up ventures 
that have yet to make a 
profit, but the group has also 
spent heavily on more estab- 
lished businesses, such as its 
record shops and the UK cin- 
ema chain it bought from 
MGM in 1995. 

Many of the investments 
Mr Branson has made are 
long term and will take 
years to earn a return. V2, 
the record company he 
founded two years ago, will 
have devoured nearly £L00m 


they would be adequate to 
service his enlarged debts. In 
the event, because of the 
recession, they were not 
This time, Mr Branson’s 
gamble is somewhat differ- 
ent He is investing in busi- 
nesses that might, or might 
not, produce an adequate 
return. 

There is also the chance 
that a recession could undo 
his plans. In a downturn, the 
start-up ventures could take 
longer to turn into profit 
meaning more money would 
be required to fund their 
larger- than-expected losses. 
These cash demands would 
come at a time when Mr 
Branson's mature, cash gen- 
erative businesses were per- 
haps finding it harder to 
make money. 

In recent years, Mr Bran- 
son bag financed the expan- 


sion of his empire by tapping 
outside sources of capital to 
fund Virgin's ve n tu re s. This 
has allowed the group to 
leverage its financial 
resources, thus creating a 
wider portfolio of invest- 
ments than would otherwise 
have been possible. It has 
also arguably limited Mr 
Branson's financial exposure 
to each venture. 

Of the 13 businesses con- 
stituting the bulk of the 
group, only three are wholly- 
owned by Mr Branson and 
his interests. The remainder 
are either joint ventures, or 
have outside shareholders. 

In the case of start-ups, 
sufficient capital appears to 
have been provided by Mr 
ttramnn and outsiders to See 
them through to the point 
when it is envisaged they 
will break even. 

Mr Branson argues that 
this approach protects Vir- 
gin from the consequences 
should one or more of its 
investments go wrong. 
“Every business is financed 
on a stand alone basis with- 
out recourse to the group, 
and we have some very 
strong partners behind ik " 

Virgin’s backers include 
corporate i nv estors, such as 
Stagecoach, the diversified 
transport group, which two 
months ago paid £L58m for a 
49 per cent stake in Virgin 
Rail. AMP. the Australian 
ins u rer , is another, having 
backed Mr Branson’s move 
into financial services. It 
owns 50 per cent of Virgin 
Direct 

The group has also tapped 
the venture cap i tal market 
for funds. Prior to the Stage- 
coach deal. Virgin Rail was 
part-owned by a consortium 
of four venture capital inves- 
tors. Virgin Entertainment, 
which holds the group’s cin- 
ema and retail interests, is 
27 per cent owned by two US 
venture capital gro ups . 

Mr Branson has even 
started thinking seriously 
about the stock market 
again - something of a volte 
face given his past strictures 
about the sharttermism of 
institutional investors. 

He holds substantial 
stakes in two quoted compa- 
nies: Victory Corporation, 
which owns bis interests in 
Virgin-branded cosmetics 
and clothing, and Virgin 
Express, the low cost airline. 
He has also publicly mooted 
the possibility of listing Vir- 
gin Atlantic and Virgin 
Bnt a rtal u ibbp L 

Partners have come for- 
ward partly because Mr 
Branson has something valu- 
able to sell: Virgin's brand 
name. Indeed, such is the 
perceived prestige of the 
brand that Mr Branson baa 
sometimes been able to per- 



suade partners to put up 
most of the ra»ab for ven- 
tures, limiting his own con- 
tribution to little more than 
the right to use the name. 

In the case of Virgin 
Direct Mr Branson invested 
just £145m for his 50 per 
cent stake, while AMP 
agreed to contribute up to 
£450m in equity and loans 
for its share. 

According to Rowan 
Cormley, rhmf executive of 
Virgin Direct the insurer 
was willing to do this 
because Virgin Direct 
offered the chance to alter a 
new market - direct selling 
of ftnanmii services - with a 
successful brand name 
b ehind ft. 

T his reflects a broader 
truth about Mr Bran- 
son's empire. As Vir- 
gin’s interests have become 
more diverse, the brand has 
assumed greater importance, 
both as the unifying link 
between group companies 
and their selling proposition 
to outside investors. Many 
Virgin executives even refer 
to tiie group as a branded 
venture capital fund. 

However, this dual reli- 
ance on the brand and out- 
side money introduces ten- 
sions. As Mr Branson has 
mutualised his affair s with 
those of outside partners and 
shareholders, the world is 
beginning to take a keener 
interest in the financial per- 
formance of his companies. 

Mr Branson’s return to the 
stock market - where trans- 


parency and results are all - 
has met with a cool recep- 
tion. Victory Corporation, 
floated at 58p a share in Sep 
tember 1996, now stands at 
just 21p. Shares in Virgin 
Express have also fallen 
since it was listed on the 
Brussels stock exchange and 
Nasdaq last December. Anal- 
. yris of the latest accounts 
from his companies suggests 
Mr Branson has a poor 
record of creating share- 
holder value. The group’s 
record shows it ’ has 
destroyed, rather than cre- 
ated, value over the past two 
years. 

Mr Branson argues thfa Is 
Tfiigtearfriig because many of 
his companies have an 
uncounted strategic value — 
the price that rivals or 
would-be partners are pre- 
pared to pay for than. He 
cites Virgin Records, which 
had profits of about £30m 
when it was sold to Thom- 
EMI for £560m. “EMI were 
prepared to pay the price 
because by merging, they 
could increase those profits 
to £50m and it also gave 
them the chance to knock 
Virgin out of the market" 

Another tension poten- 
tially introduced by Mr 
Branson’s reliance, on out- 
side capital is that he may 
fell out with partners over 
the strategic direction -of 
companies in which they aip 
joint investors. Earlier this 
year, Mr Branson bought 
Cott Corporation of Canada 
out of Its 50 per cent stake in 
his soft drinks venture. Vir- 


gin Cola, after they fell out 
over Mr Branson's costly 
strategy of seeking to estab- 
lish the brand as a competi- 
tor to Pepsi and Coca-Cola in 
the UK market 

From a small pretax profit 
in 1996, Virgin Cola had 
fallen into heavy loss • 
thought to have been as 
much as £&m last year. Mr 
Branson had to inject ElOm 
to keep Virgin Cola going. 
He has since launched the 
brand in the US. although 
this looks hke an act of bra- 
vado rather than one driven 
by commercial logic. 

Virgin Cola’s problems 
highWghr two weaknesses tn 
Mr Branson’s brand exten- 
sion strategy. First, his need 
for outside investors may 
lead him to get involved 
with partners, such as Cott, 
whose commitment to a proj- 
ect does not match his own. 

It also illustrates the diffi- 
culty Mr Branson has in cut- 
ting his losses when high 
profile investments fell to 
deliver. Although it probably 
made flmmHai sense to pull 
out of Virgin Cola, Mr Bran- 
son probably found this 
unattractive because he had 
thrown so much personal 
prestige behind the product. 
He could not afford to allow 
an unsuccessful soft drink to 
taint the Virgin brand with 
the stigma or fail ure. 

Right now, Mr Branson 
needs the Virgin name to 
retain its allure as much as 
he ever did. He is obliged 
regularly to hunt for new 
investors, whether to back 


start-up ventures, refinance 
departing barkers, or even 
free up his own capital for 
use elsewhere in the group. 

This reflects the idiosyn- 
cratic strategy Mr Branson 
has adopted to expand Vir- 
gin. His ad hoc deals with 
venture capitalists and joint 
venture partners regularly 
need refinancing. 

The recent partial sale of 
Virgin Rail, for instance, 
was orchestrated not fur 
strategic reasons, but 
because Mr Branson decided 
to find an exit for the ven- 
ture capital investors that 
had backed the company. 
Had he not done so. his 
investment in Virgin Rail 
would have been substan- 
tially diluted. 

Last month. Virgin Enter- 
tainment paid £14Sm for 
W.H. Smith’s 75 per cent 
stake In Virgin Our Price, 
the music retailer, to take 
full control of the business 
for the first time since 1991. 

This, too, was not an 
entirely voluntary move. 
Had Virgin Entertainment 
not done so. VV.H. Smith, 
which had decided to with- 
draw from specialist music 
retailing, could have bought 
its 25 per cent stake next 
year for a price set by for- 
mula and sold Virgin Our 
Price to a third party, which 
would have had the right to 
use the Virgin name for 22 
years. Mr Branson's reluc- 
tance to lose control of Vir- 
gin companies meant he was 
not prepared to let this hap- 
pen. 


Name that opens the 


An assortment of organisations and people 
has been enthusiastic to back ventures 
because of the lustre of the brand 


R ichard Branson has 
adopted an eclectic 
approach in recent 
years to finding outside 
investors to back Virgin 
ventures. 

In some cases, they have 
been drawn from the ranks 
of individuals and compa- 
nies that have approached 
the group with business 
ideas. In others. Virgin has 
sought out partners or finan- 
cial backers. 

In this, it has been helped 
by Mr Branson’s high profile 
and the perceived prestige of 
the Virgin brand. “We have 
no problem finding part- 
ners.” said Stephen Murphy, 
flnanw* director. 

Perhaps the most colourful 
of Virgin’s many backers is 
Rory McCarthy, a close 
friend and ballooning part- 
ner of Mr Branson, who set 
up Victory Corporation In 
1996 to develop Virgin- 
branded cosmetics and cloth- 
ing. He has since sold Mr 
Branson a 40 per cent stake 
in bis company, McCarthy 
Corporation, which is listed 
on the Alberta stock 
exchange in Canada. 

A former stockbroker 
based in east Asia In the late 
IBSQs, Mr McCarthy set him- 
self up as a dealmaker in 
1992 after raising money for 
Siam Trading, a small com- 
pany with prawn farming 
interests in Thailand. 

He has since built the 


business - renamed 
McCarthy a few years ago - 
by taktng stakes in entrepre- 
neurial ventures. Inelnriing a 
laser gun adventure game 
and a Florida-based telecom- 
munications company. 

Mr McCarthy became 
involved with Virgin when 
his company took a stake in 
a balloon-making concern in 
which Mr Branson also 
invested. The two became 
friends. 1 

“I adore Richard on a per- 
sonal level," says Mr 
McCarthy. "His enthusiasm 
is so infectious, just being 
around him you are sure to 
have a good time.” 

However, their business 
relationship has been less 
smooth than their personal 
one. When Mr McCarthy 
originally brought Mr Bran- 
son the idea for Victory. Mr 
Branson put up just £2,000 
for substantial minority 
stakes in two joint venture 
companies that would 
develop Virgin-branded cos- 
metics and clothing. Mr 
McCarthy then floated Vic- 
tory as a start-up, raising 
£45 m from outside’ share- 
holders to develop the busi- 
ness. 

Victory has since been buf- 
feted by reverses and the 
share price has slumped. 
This year, concerned by the 
low price, Mr Branson 
injected Virgin's minority 
stakes In the clothing and 


cosmetics companies into 
Victory together with £l4^m 
cash. The management of 
Victory has been reorgan- 
ised and Mr McCarthy, for- 
merly executive chairman, 
has been moved to a son-ex- 
ecutive position. 

Mr McCarthy also became 
involved in another Virgin 
venture when his company 
agreed to pay £45m for a 333 
per cent stake in V2, the 
record company, last sum- 
mer. Mr Branson agreed to 
allow McCarthy to pay for 
its stake in instalments, 
which would have allowed it 
to finance the purchase from 
a similar stream of pay- 
ments it expected to receive 
from a subsidiary ft bad sold 

tO a Tnawagumpnt hny-rrut 

Unfortunately, the man- 
agement buy-out went bust 
just two months after 
McCarthy signed the deal, 
leaving it unable to pay for 



Brian Scuten risk-taker in fee 
Branson mould 


deal doors 


nrgta group y. . 

Orfi few • -• - 

fast tee aasodfag periods {EfflJ 


fastens accounting periods (Emj 


fast Ibn accmntfag periods 


its stake. McCarthy was 
refinanced earlier this year, 
when Mr Branson injected 
£20m for a 40 per cent stake. 

Mr Branson has also been 
adept at finding corporate 
partners far v e ntu r es where 
the Vi r gi n brand has 
been blended with the part- 
ner's business expertise. “We 
like deals with people who 
do not just provide money, 
hut also teach ns something 
about the business," be says. 

F or instance, Virgin 
Direct, the unit trust 
venture, has allowed 
AMP , the Australian insur- 
ance company, to “road test” 
the concept of directly sell- 
ing financial services by tele- 
phone without putting its 
own name at risk. AMP pro- 
vides the financial expertise, 
virgin the marketing. 

Royal Bank of Scotland 
has since become involved 
with Virgin in a telephone 
banking venture. As Mr 
Murphy pointed out “These 
are prestigious institutions 
which have more than satis- 
fied themselves about Vir- 
gin." 

Mr Branson has been suc- 
cessful at winning over insti- 
tutional investors, when 
their involvement in deals 
has been needed. 

When V2 was established, 
Mr Branson’s original idea 
was to finance the business 
by selling minority equity 
stakes to outside backers. 
However, after the McCarthy 
experience. Virgin decided to 
finance the business using 
high-yield drift. 


The group’s ability to raise 
£74m from investors for a 
start-up record business 
demonstrated the " high 
regard investors have for the 
brand name. 

However. John Wotowlcz 
at Morgan Stanley, the US 
imw tf nipnt hunt which han- 
dled the issue far V2, also 
believes Mr Branson played 
a key part in raising the 
money. 

“Clearly, institutions were 
interested because of the 
Richard Branson name, and 
also. because he made his 
name in the music busi- 
ness,” be said. “But I don’t 
think it was purely Richard 
that sold the deal to inves- 
tors. V2 put up a strong busi- 
ness case and has some 
great managers. If the Bran- 
son name had a significance, 
it was in getting them 
through the door in. the first 
place." 

Mf Branson's latest coup 
Has been to bring in Stage- 
coach, the diversified trans- 
port group, as a partner for 
Virgin Rail, bis train operat- 
ing company. Brian Souter, 
chairman of Stagecoach, 
invested because Virgin Rail 
.owns a valuable property - 
the UK’s second busiest 
inter-city railway line . 
between London and Glas- 
gow. 

Nonetheless, he acknowl- 
edges he was keen to work 
with Mr Branson, whose 
achievements he admires. “I 
think we are quite alike." he 
said. “We both enjoy taking 
risks and getting things 
done." 
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Thanks to Mr Branson's 
dealmaking skills, these 
deals were seen as triumphs 
for Virguj. Mr Branson 
extracted a high price from 
Stagecoach for its stake in 
Virgin Rail, and bought vir- 
gin Our Price for whal was 
acknowledged a reasonable 
one. Nonetheless, both will 
need r efinancing in ihture. 

Mr Branson’s agreement 
with Stagecoach requires 
him to float or sell Virgin 
Rail at some point early next 
century. Virgin Entertain- 
ment is still looking for 
long-term capital to back the 
buy-out of Virgin Our Price, 
although it expects to 
launch a high yield dollar 
band in October. On top of 
that, Mr Branson’s agree- 
ment with the venture capi- 
tal investors backing Virgin 
Entertainment obliges him 
to seek a listing for the com- 
pany in 2001. 

Mr Branson’s dealmaking 
skills have got the group out 
of tremble In the past He 
originally sold WJL Smith 50 
per cent of Virgin Our Price 
seven years ago as one of a 
series of manoeuvres., to 
stave off demands from anx- 
ious bankas after the group 
had become over-extended in 
the last recession. 

But Virgin has became a 
great deal more complex 
gjnea t hen , an d increasingly 
dependent on other people's 
money. Investors In Virgin 
companies back the brand 
and Mr Branson’s flair as 
much as anything else. Their 
faith, and wfllfrigness to put 
up money, could be shaken 
if a series of reverses. 
appeared to dilute or destroy 
Virgin’s brand capital. . 

Mr Branson argues that 
his success rate outshines 
that of conventional venture 
capitalists. But there have, 
been failures, although these 
have been relatively small . 
In March. Mr Branson 
wound up his Virgin- 
branded vodka joint venture 
with the Scottish distillers, 
William Grant & Sons, citing 
poor demand , for the prod- 


uct. Virgin Entertainment, 
which owns the group’s 
retailing interests, plans to 
take a knife to its chroni- 
cally un pro fita ble European 
megastores, closing unsuc- 
cessful outlets and pulling 
ont of two countries - Spain 
and Norway. 

More worryingly, one of 
Mr Branson’s high profile 
start-up ventures. Victory 
Corporation, is also strag- 
gling. Victory, which was set 
up to market Virgin-branded 

COSmetiCS and ^Vithfng , fox 

made embarrassingly 
ham-fisted progress since 
floating an the Alternative 
Investment Market in 1996. 

Flans to opeu a chain of 
cosmetic stores have been 
pul back after pilot outlets 
failed to achieve satisfactory 
ssdes. The clothing range is 
behind schedule after chang- 
ing fashions forced Victory 
to redesign it These ddays 
have resulted in higher-than- 


replaced their old vinyl 
record collections. The 
Industry is also worried by 
the rise of new delivery 
systems, such as the inter- 
net, which could make 
redundant the marketing 
arid distribution record 
companies provide to artists. 

And while Virgin Direct’s 
unit trust business b«« 
grown rapidly since its 
launch in 1995, going from 
nothing to about £L5bn 
under management in less 
than three years, analysts 
fear, that a major factor 
behind tins growth was the 
company’s decision to under- 
cut the rest of the industry 
cm juice. Virgin’s competi- 
tors have since responded 
and a fierce price war has 
broken out. Virgin admits 
the pace of new business has 
slowed at Virgin Direct, but 
said this is due to confusion 
about bow the UK govern- 
ment’s tax changes will 


Virgin faces competition from seven 
groups chasing scarce sites available 
for development into multiplexes x 


expected losses, with break 
even now forecast a year 
later than hoped. . . 

• Virgin says the lesson it 
learned from the Victory 
experience -was not to float 
start-up companies. Accord- 
ing to the group’s finance 
director, Stephen Murphy: 
"Thrusting a start-up Into 
the public arena on day one 
is not a good thing to da 
Because of the public com- 
pany perspective, we did not - 
grasp central in the way we 
should have d one .” 

There are also questions 
about the growth prospects, 
far same of the other start- 
ups. Mr Branson has 
launched his new record 
company, V2, at an unpropi- 
tious time for the music 
industry. Global sales of CDs 
are slowing after a decade- 
long boom as consumers 


affect the savings market 
Virgin ft has only 

expanded into industries 
that are ripe far exploitation 
by the brand. The group also 
argues it can take on market 
leaders like Coca-Cola 
because. Virgin’s well-known 
brand same allows it to mar 
ket new products at lower 
cost than others. In effect, 
its financial risk is smaller. 

Nonetheless, there is con- 
cam that Mr Branson’s con- 
fidence in the brand may 
have encouraged him to take 
the group into ever more 
crowded markets where Vir- 
gin’s Twrap may differentiate 
It lees from the pack than 

he, or his investors, expect 
Victory's upmarket cloth- 
ing range can expect to meet 
head-on competition from 
well-established US brands, 
such as Tam m y Hflfiger and 


Ralph Lauren. 

In the cinema business. 
Virgin faces competition 
from seven other groups that 
are chasing the scarce sites 
available for development 
into multiplex cinemas - the 
staple of Mr Branson's 

ehafn. 

In the three years since Mr 
Branson entered the cinema 
business, rental costs for 
multiplexes have risen by 
more than 5Q per cent as 
developers have bid tzp site 
values. Given such 
increases, it is hard to see 
Virgin's capital spending - 
more than £60m planned for 
this year and next - generat- 
ing the returns that had 
once been expected. 

Mr Branson has always 
been a risk taker. According 
to one observer who has 
done business with Virgin: 
"The way he sees it with 
things like Virgin Atlantic 
and Virgin Cola is that if he 
takes on the big boys and 
loses, he is still a hero for 
trying: And if he wins, he is 
a genius. So long as the 
losses are not too heavy, it is 
another way of advertising 
himself and the business." 

The theory works so long 
as Mr Branson does! not 
became over . extended. 
Indeed, such is his reputa- 
tion as a . corporate giant 
slayer that the Virgin name 
would possibly suffer if he 
became averse to taking 
chances. 

Today’s Virgin is very dif- 
ferent from the group that 
almost went under in the 
last recession. In 1991, Mr 
Branson's companies had 
gross debts of more than 
£400m, most of which were 
personally guaranteed by 
him, or subject to cross-guar- 
antees within the -group. 
This left Virgin highly vul- 
nerable, ensuring that if bad 
debts occurred in one part of. 
the group, they had the 
potential swiftly to infect the 
rest 

Nowadays, Mr Branson's 
interests are more conserva- 
tively structured. Each is 


separately financed, often 
with outside investors tak- 
ing much of the risk. Lend- 
ers to Virgin companies 
have no recourse to Mr 
Branson’s assets or those of 
any otter part of the group. 

"After the sale of Virgin 
Records, I took a conscious 
decision that I never wanted 
to be in a position where 1 
have to sell a company 
again.'' said Mr Branson. 

Virgin’s strategy of using 
outside finance was designed 
to avoid the reliance on 
bank borrowings that almost 
unseated the group in the 
last recession. But as Virgin 
Atlantic has grown organi- 
cally, and Virgin Entertain- 
ment by acquisition, both 
have financed expansion 
mainly through borrowed 
money. 

Capitalising aircraft leases 
as dbbt. Virgin Travel, which 
owns Virgin Atlantic, had 
net borrowings of about 
£50Qm last year and a debt 
equity ratio of about 4:1. 
Although high gearing levels 
are not uncommon in the 
airline industry, BA's debt/ 
equity ratio Is by compari- 
son about 145 per cent. 

Virgin Atlantic is continu- 
ing to expand rapidly, 
increasing the size of the 
fleet by a quarter since the 
last balance sheet date. Vir- 
gin says the airline can eas- 
ily finance its expansion out 
of cash flow, and invest- 
ments can be postponed If 
the market slows. 

Vfrgin Entertainment has 
borrowings of more .than 
£300m following the £145m 
acquisition of Virgin Our 
Price, which was funded 
entirely by debt. Of this, 
noom is a expensive bridg- 
ing facility which must be 
repaid in the near future. 
The group hopes to refin- 
ance the company through a 
high yield bond issue in the 
autumn. 

Over the past three years, 
adding back aircraft rental 
charges as interest pay- 
ments, the group's interest 
cover has declined from 


about 2.0 times to 12 times. 
Virgin claims such figures 
are irrelevant because they 
ignore the ring fencing 
around the group’s many 
companies. Nonetheless, 
they demonstrate how 
aggressively the group has 
leveraged its resources over 
the past three years. 

It would be wrong to argue 
that Mr Branson has geared 
up in the way be did prior to 
the last recession. However, 
much will still depend on 
the performance of his 
mature, cash generative 
businesses if the economy 
sours. 

The group's problem is 
that neither airlines nor 
retailers tend to perform reli- 
ably In a recession. The air- 
line business, although 
glamorous, is not highly 
profitable, while the high 
level of fixed costs - to cover 
aircraft leases, maintenance 
and fael - make it cyclicaL 


an estimated £&0m o! sales 
last year, £750m came from 
music retailing, mostly 
through the group's mega- 
storcs in the UK and over- 
seas. On this, the business 
made operating profits of 
about £I7m, equivalent to a 
margin of just 22 per cent. 

Analysts believe retail, 
like the record company, 
could be vulnerable to com- 
petition from electronic 
media. “Music retailers arc 
vulnerable because their 
margins are very' low, so it 
would not take much shift in 
trade towards the internet to 
devastate their profits." says 
George Wallace at Manage- 
ment Horizons Europe, a 
retail consultancy. 

Virgin is examining the 
possibility of selling records 
online, hut is unsure 
whether that could cannibal- 
ise sales at its record stores. 

Mr Branson Is characteris- 
tically upbeat: Tf the Mega- 


If Richard Branson takes on the big 
boys and loses, he is still a hero for 
trying. And if he wins, he is a genius 


There is evidence that the 
airline cycle peaked in 1987, 
when Virgin Atlantic made 
pre-tax profits of £45 An. 
Although traffic over the 
north Atlantic - where Vir- 
gin flies eight of its 12 routes 
- has remained strong since 
then, demand far its routes 
to Hong Kong and Tokyo 
have been bit by the region’s 
financial crisis. 

Airlines are moving air- 
craft from unprofitable 
Asian routes to the north 
Atlantic which still offers 
attractive returns. Capacity 
there could rise further if 
British Airways and Ameri- 
can Airlines cement their 
planned aiifapce, 

Virgin Entertainment, 
recently enlarged through 
the purchase of Virgin Our 
Price, is similarly uninspir- 
ing as a money machine. Of 


The long haul from survivor to contender 


;H" A . 


Quality rather than quantity has helped 
Virgin Atlantic establish amarirat.rfche but 
now it will heed both to keep its share; 

I t is hard to believe now had a lacklustre financial 
that when Virgin Atian- record, in 1994. Mir Branson 
tic started life 14 years even considered setting' it 
ago, it was intanded .to be a However, in the last three 
low-cost "people earner" years. Virgin Atlantic has 
across the -north Atlantic, reaped the rewards of its 
rather in the mould of Sir founder’s patience. Virgin 
Freddie Laker’s Skytrain ser- Atlantic's Upper Class bead- 
vice, which went bust in ness, cabin has become one 
icgg ctfthe best regarded brands 

Perhaps wisely, Richard in the. industry. “Because. of 
Branson ultimately drew its strong na me an d excal- 
back from carrying hordes of lent product. Virgin Atlantic 
sandwich-nmnching back- • does not have to compete on 
packers to the US at price with other carriers," 
rock-bottom prices. Instead, said Andrew Light, airline 
he targeted the airline _ analyst at Salomon Smith 
unashamedly at the business. Barn ey. - 
market, aiming to offer taw- Virgin Atlantic -flies from 

ellere a mare luxurious ser- Laodah io^aght cities in the 
vice than rivals, rather titan DS, Inctadrag New York, Loa 
charging less. * Angetes and- Boston . It a also 

Virgin Atlantic has been serves two Asian desnna- 
fh rough tough times since tions - Hong Kong and 
Its pioneering days. Caught Tokyo -as well; as Joban- 
ont by the slump in air nesburg. : 
travel and the fuel price Athens, the sole European 
iumo that followed' Iraq’s .' destination, was something 
invasion of Kuwait in 199a. of an afterthought Services 
the airline spent the early commenced several years 
veare of the decade fighting ago, apparently to tie in with 
-for survival. - another o£Mr. Branson's pro- 

At the same time, it had to jects, a -hoBday. resort devest 
f»nd off a morally- question- qpmanf in Greeca-Tbe route 

Able commercial attack from is not thonght to be partlcu- 
British Airways, the UK's lariy profitable. . 

largest carrier, known as the . Yfrgto Atlantic’s strategy 
“dfrtv tricks" campaign. has been to target premium 
Establishing Virgin Allan- long hail routes where it 
Hr as a contender in the long competes ruainly with estab- 
Saul airline business has liahed flag-tarrter airlines. 
JL. one of Mr Branson's By avoiding price compete 
tfflisrhsst challenges. Until tion, it has been Able to 
the mid-1990s* the airline carve: out a- comfortable 


Virgin Atlantic -flies from 
London to mid# cities in ihe 
US. lnrtnrtrng New York; Los 
Angeles and- Boston, ft also 
serves two Asian destina- 
tions. Hong Kong and 
Tokyo —as well as Johan- 
nesburg. : • 

Athens, the sole European 
destination, was something 
of an afterthought. Services 
co mm enced several years 
ago, apparently totieinwith 
another of Mr. Branson's pro- 
jects, -a holiday, restart devel- 
opment In Greece. -Tbs route 
Is not' thought to he' particu- 
larly profitable. 

Virgin Atlantic’s strategy 
lms been to tzoget premium 
long haul routes where it 
competes mainly with estab- 
lished flag, carrier airlines. 
By avoiding price competi- 
tion, it has been Able to 
carve: out a- comfortable 


niche where fares are effec- 
tively set by its largo: rivals. 

The key to its success has 
been the strong position It 
has built on routes over the 
north Atlantic to the US, 
where it has made about 
two-thirds of its profits in 
recent years. 

Since 1991, Virgin Atlantic 
has been one of only four 
arrfines allowed to fly to the 
US from London’s Heathrow 
airport The others are Brit- 
ish Airways and two US car- 
riers, Amfirican Air l ines and 
United 

Membership of this club 
has-been profitable because 
business travellers have 
been prepared to pay high 
fares for access to Europe's 
busiest airport. Pares 
between Heathrow and the 
US are up to 25 per higher 
than similar routes from 
other UK and European air- 
ports. 

This has paid dividends in 
terms of profitability. Last 
year. Virgin Atlantic's oper- 
ating manfina touched 19 per 
cent, .against 17.4 p$r cent 
far BA. But it has also left 
Virgin Atlantic heavily 
exposed to one main, air 
route - a strategy that could 
backfire if US-UK passenger 
traffic were to fall off at new 
capacity were to come bn to 
the route, driving down 
prices.. . 

It is the latter eventuality 
flat Cttx&ros Yttgin Atlan- 
tic, should BA and American 
Airlines proceed with their 
planned, alliance. Capacity 
on , the north Atlantic is 
already tiring: as operators 


switch aircraft from increas- 
ingly unprofitable Aslan 
routes. If BA and American 
complete their tie-up, Salo- 
mon Smith Barney estimates 
that the number of available 
seats could be increased by a 
further 15 per cent 

To head off this threat. 
Virgin Atlantic is increasing 
its non-US route network. It 
recently started services to 
Johannesburg, ' and is 
launching flights to the 
Caribbean this autumn. It 
also hopes to add Cape 
Town, Moscow and Shanghai 
to its list of destinations. 

Virgin Atlantic is also 
seeking to protect its share 
of the north Atlantic market, 

possibly through a merger or 

alliance with a European 
regional airline. This would 

give it access to passengers 
from European destinations 
who could be fed on to its 
transatlantic flights. Mr 
Branson is understood to 
have approached British 
Midland, the short-haul UK 
carrier serving mainly Euro- 
pean destinations; about 
such an alliance in the past. 

Virgin Atlantic has also 
sought to block potential 
competitors. This year, Brit- 
ish Midland applied to the 
Civil Aviation Authority, the 
UK airline regulator, for a 
licence to fly- the north 
Atlantic route. Under GAA 
rules, existing operators on 
the' route were entitled to 
object , virgin Atlantic did 
so, while BA did not 

Virgin Atlantic said this 
was a tactical manoeuvre 
audit would reverse its posi- 


tion if a “fair" open skies 
treaty were concluded 
between the UK and the US. 
Nonetheless, for an arch 
advocate of free markets like 
Mr Branson, it is uncomfort- 
able to be cast in the role of 
the oligopolist protecting the 
status quo. 

Virgin Atlantic's expan- 
sion has obliged it to invest 
heavily in aircraft. In the 
past 18 months, it has 
increased the size of its fleet 
from 14 to 20 aircraft. It 
expects to acquire another 10 
ova- the next 18 mouths. 

This level of capacity 
increase far outstrips the 
anticipated rate of market . 
growth on Virgin Atlantic’s 
existing rentes, presuppos- 
ing that the airline will con- 
tinue with its aggressive 

route-building programme. 

Some of the aircraft will 
come from Aslan airlines 
that have surplus capacity 
following the region's eco- 
nomic downturn. Virgin 
Atlantic recently agreed to 
buy two Boeing 747s from 
Cathay Pacific and another 
three from Air New Zealand. 
The first is due to be deliv- 
ered this autumn. 

Virgin Atlantic has also 
been Forced to invest heavQy 
by other airlines, which 
have been upgrading their 
fleets. "Virgin's selling point 
has been the quality of its 
service - the wider seats and 
the videos in seatbacks," 
said Mr Light. “Other air- 
lines are now seeking to 
match that, so the quality 
gap has narrowed.” 

This year, Mr Branson 


said he was considering list- 
ing Virgin Atlantic on the 
stock market The main rea- 
son given was to release 
equity tied up in the airline 
far investment in new pro- 
jects. 

Virgin Atlantic has said it 
does not have to list the 
company to finance its 
investment requirements 
because these can be ser- 
viced from cash flow. "If cir- 
cumstances changed far the 
airline, we would simply 
slow down our rate of expan- 
sion." said Stephen Murphy, 
Vhgin's finance director. 

A nalysts are divided 
about the outlook far 
long haul airlines. 
During the boom of recent 
years, airlines padded their 

profit margins by pushing 

up business class fares 
aggressively. However, 
recent figures from BA sug- 
gest that passengers are now 
resisting this, and the rate of 
fare increases is slowing 

sharpfr 

Partly this reflects the 
strong pound, which allows 
European airlines Hying 
through London to offer 
lower fares than would be 
attractive for UK airlines. 
But it also reflects the addi- 
tional capacity and more 
aggressive competition from 
the new airline alliances 
that dominate the industry, 
such as Star, which is 
headed by Lufthansa of Ger- 
many and United of the US. 

Virgin Atlantic plniwq that 
fare levels are not a worry to 
the short term, mainly 


stores started losing busi- 
ness to the internet, we 
could start putting some of 
our other products in the 
outlets, like Virgin clothing. 
That is one of the benefits of 
diversity.” 

A decade ago, when the 
economic skies started dark- 
ening far Virgin, Mr Branson 
had enough foresight to 
offload some of his assets 
before the market slipped 
away. 

Earlier this year, Mr Bran- 
son revealed that he planned 
to list a number of Virgin 
companies. “We have made a 
decision, bearing in mind 
the way the group is grow- 
ing, that having outside 
shareholders would help us 
develop new opportunities 
by allowing us to put more 
money behind them.” he 
said. Mr Branson is now 


mulling whether to float Vir- 
gin Atlantic and Virgin 
Entertainment He is nut in 
the unenviable position he 
was in at tlte end of the last 
decade. Hut he has still 
taken risks. Virgin** urkwm- 
sivt* expansion through 
start-up ventures may not 
bring the expected returns 
And if relationships urith 
some ol the group's partners 
go sour. Mr Branson might 
face the difficult choice of 
whether to refinance the 
partner's interest in n poor- 
ly-performing husiness. In 
the case of bond financed 
companies, he might have to 
put up more equity or run 
the risk of losing the lot. 

The strategic issue for Mr 
Branson is whether he 
should lay off some or the 
risk in his largest ventures 
now by floating them on the 
stock market if he goes this 
autumn, economic and mar- 
ket conditions should still be 
to his favour. If he waits, the 
window may close for same 
time to come. 

Listing Virgin Atlantic 
and Virgin Entertainment 
offers obvious advantages 
for the group. Not only 
would it Introduce long term 
capital that could be used to 
reduce borrowings, but it 
would provide Mr Branson 
with liquid shareholdings in 
companies that generate 
nearly two thirds of the 
group’s turnover. 

However there is also a 
disadvantage. If he lists the 
two companies, Mr Branson 
would And himself again 
running what was in effect a 
quoted group, with all the 
irksome restrictions that 
would entail. 

Which will he choose? 
Temperamentally. Mr Bran- 
son would probably prefer to 
stay private, implying that 
he would be list only if he 
had to. His battle, if and 
when Virgin Atlantic and 
Virgin Entertainment come 
to the market, will be to per- 
suade investors that he is 
offering them a share in 
growing businesses. 






Buzzing business: a Virgin scooter 

because its costs are low < 
compared to many of its 
rivals. This Is because tbe i 
airline has contracted out < 
most of tbe services it needs. 1 
particularly expensive air- 1 
craft maintenance. 

However, the issue of alii- < 
ances poses a more difficult I 
problem. At present. Virgin i 
Atlantic has one sizeable i 
tie-up with another airline: a i 
10-year deal with Continen- ; 
tal under which the US air- 
line buys seats on its trans- i 
atlantic flights. This ; 
provides useful cash flow 1 
but does not solve the longer ] 
term problem of how Virgin < 
Atlantic, with Its limited i 
route network, can compete i 
With mega-partnerships such j 
as the Star Alliance and BA- i 
American. • 

These alliances are rimed t 
unashamedly at serving ! 
business passengers - Vir- : 
gin’s lifeblood. Virgin Allan- 1 
tic argues it is not concerned i 
by changes to the structure : 


of the airline Industry, 
mainly because it is small 
and nimble enough to carve 
out a comfortable living 
without needing to take on 
the giants. 

Indeed, the airline believes 
there are limits to its size 
beyond which a fundamental 
rethink of strategy would be 
required, mainly because it 
would have to start building 
a costly infrastructure. 

At the moment with those 
advantages intact. Virgin 
Atlantic claims not to be suf- 
fering the same pain as BA. 
Its yields - revenues per pas- 
senger - are still rising 
unlike those of some its 
rivals, and the airline said 
its latest profits, due to be 
released next month, would 
show an increase of more 
than 20 per cent If Mr Bran- 
son pushes the button on a 
stock market listing, ana- 
lysts will doubtless be por- 
ing over those figures this 
autumn. 
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Airtours to guard against over exposure 


COMMENT 


By Schebefasada 


Airtours yesterday sounded 
a note of caution in a buoy- 
ant UK summer holiday 
market by saying it would 
reduce the number of sum- 
mer 1999 holidays by up to 5 
per cent 

The group said it would 
also he cutting more capac- 
ity in its Scandinavian divi- 


British 

interest 


By Norma Cohen and 
Peggy Hoffinger 

British Land, the UK's 
second largest property com- 
pany. said yesterday it had 
acquired a 3.146 per cent 
stake in Selfridges, the 
Oxford Street-based retailer 
recently demerged from 
Sears. 

Selfridges’ shares closed 
17p higher at 221 ’Ap while 
British Land shares rose 6p 
to 566p. 

Analysts speculated that 
British Land could be hoping 
to Bush out a bidder for Self- 
ridges, or hoping for a seat 
at the table if the company 


sion which had fallen into 
losses over the quarter. 

Airtours increased pre-tax 
profits from £24.Im ($39-8m) 
to £24.6m in the three 
months to June 30 on sales 
up 28 per cent to £735m 
(£574.4m). Airtours’ UK oper- 
ating profits Increased by 26 
per cent to £23.$m. of which 
£3.1m came bom acquisi- 
tions. Its Costa Cruises sub- 
sidiary also benefited from 
increased demand. 


However, the group's trou- 
bles In Scandinavia were 
reflected in a £2dm loss in 
the European division 
against profits of £8Jkn last 
time, mainly due to operat- 
ing difficulties with its Pre- 
miair charter airline and 
excess market capacity. 

Airtours, which has a 50 
per cent share of the Scan- 
dinavian package holiday 
market, had reduced capac- 
ity by 8 per cent 


Bruce Jones, leisure ana- 
lyst at Merrill Lynch said: 
“Mistakes in Scandinavia 
will be offset by Costa- 
cruises and a UK bonanza in 
the fourth quarter." 

David Crossland, chair-, 
man of the UK’s second larg- 
est package holiday com- 
pany, said the industry- 
should resist the temptation 
to increase supply for a- third 
consecutive year- “We’ve 
had two years of good 


growth but there are signs of 
consumer confidence coming 
oft We are looking at what 
we sold in 98 and reducing it 
by up to 5.per cent far sum- 
mer 99.” he said. 

Airtours said summer. 1998 
holiday sales ware currently 
B per cent hi ghw than, last 
year, partly due to the 
strong pound and bad 
weather in June and July 
which had led to strong last 
minute demand far overseas 


hohdays- 

. The package holiday mar- 
ket has grown since a disas- 
trous summer 1995 when 
oversupply led to heavy dis^ 
counting.' After capacity cuts 
fa 1996, the industry grew by 
10 per cent fa 1997 ami by 8 
per cent thia year. 

Airtours shares closed 7%p 
higher at 395p. Analysts 

maintained full-year fore- 
casts of £139m (£120m) and 
earnings per share of 22.^>. 




Land buys 
in Selfridges 



is approached about a sale of 
its property assets. 

Selfridges’ chief asset is a 
540,000 sq ft site in Oxford 
Street where smaller shops 
are paying as much as £500 
(S825) per square foot for 
rental space. Although 
department stores such as 
Selfridges typically pay rents 
which are much lower than 
that, the site has long been 
viewed as under-used and 
prime for redevelopment 

Selfridges’ assets include 
the store, a 294-room hotel, 
an office block and a multi- 
storey car park. In its listing 
document Selfridges said it 
believed it could extract a 


further 200,000 sq ft of sell- 
ing space at its Oxford Street 
site, subject to receipt of fin- 
ancing and planning con- 
sents. 

John Weston Smith, Brit- 
ish Land’s finance director, 
said yesterday the stake was 
simply “an investment”. He 
declined to be drawn on 
whether it has any inten- 
tions of increasing the stake, 
or whether it is interested fa 
carrying out property trans- 
actions with Selfridges. “We 
never comment on that," he 
said. “We will take it as it 
comes.” 

Selfridges refused to com- 
ment on the British Land 


■aw* «•>!• 





Street values questions am being raised about the value of Seffridge’s Oxford Street sftes 


stake. However it is under- 
stood the group has not had 
any hid approaches since it 
was demerged from Sears fa 
July. 

At last night’s closing 
price, Selfridges’ market cap- 
italisation was £33£L3m, a 
disco unit o net assets of 


£36&3m. Property developers 
said the redeveloped assets 
could be worth more than 
£4D0m at current West End 
rental rates. 

British Land has led the 
industry in establishing joint 
ventures with retailers to 
purchase their real estate 


assets and lease them back, 
to their original owners. 
This allows retailers, who 
typically have little property 
development expertise, to 
obtain cash for their real 
estate assets while sharing 
fa the gains from redevelop- 
ment 


Fifth reshuffle for Laura Ashley 


By Peggy HoUmger 


Laura Ashley, the high 
street retailer whose English 
country image fell foul of 
1990’s fashion. has 
announced its fifth manage- 
ment reshuffle in seven 
years. 

David Hoare, the company 
doctor drafted in last Sep- 


tember to take over, from 
Ann Iverson, the chief execu- 
tive under whom losses spi- 
ralled, Is to be replaced as 
chief executive by his dep- 
uty, Victoria Egan. 

Richard Pennycook, 
financ e director, is also quit- 
ting the business as part of a 
wider reorganisation which 
will involve a 20 per cent 


reduction fa 700 head office 
Jobe. He will not be replaced. 

Laura Ashley said the job 
cuts would result in annual 
savings of £3m. 

The company insisted the 
management changes were 
planned as part of the sec- 
ond phase of the group's 
recovery strategy, and that 
Instead of a company doctor 


it needed someone fa the 
retail business. 

Mr Hoare is expected to 
return to bis Wiuiir»»l Invest- 
ment vehicle. Talisman, with 
a £200900 payment - equiva- 
lent to one year’s salary. Mr 
Pennycook, who joined in 
March, is expected to leave 
with substantially less than 
his year’s salary of £260,00. 


Stormy start 
for CGU union 
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By Jim Kely 

CGU, the new insurance 
giant, saw its inaugural 
interim results blown off 
course as operating profits 
tumbled to £280m ($462m) 
from £50 3m due to severe 
weather claims and competi- 
tion in general insurance. 

Weather claims were 
£233m. £L29m higher than 
last year, because of a string 
of natural disasters such as 
the Ontario ice storm and 
flooding in the UK. Operat- 
ing earnings per share 
amounted to 13 Jp (27 Jp). 

But Bob Scott, chief execu- 
tive of the company formed 
by- the merger - of Commer- . 
rial Union and General Acci- 
dent,- said annual cost 
savings of £27Dm - up £45m 
on earlier estimates - would 
come on stream within two 
years. 

He also reported progress 
on the integration, of tbe two 
businesses and a strong per- 
formance in life insurance 


and savings with life profits 
up lfl per cent to £ 22 &n. The 
Interim dividend is to be 
increased by 8 per emit to 
I3.25p. 

- The merger was completed 
an June 2 and the six-month 
results to June 30 largely 
portray the performance of 
(he two separate badnesses. 
Mr Scott said it would take 
18 -montha to judge CGU: 
“We are not making any 
quick fix decisions-" 

CGU shares fell 15p 
yesterday to £10.30p 
having lost 79p the day 
before on analysts’ forecasts 
of a sharp drop in 
' profits. 

But the market appeared 
to have confidence fa the 
new management team. “A 
focus on fab insurance and 
improving Mraing H quality 
in the general business is 
exactly what people want to 
bear. People trust Bob Scott 
It’s too early to make a 
judgement,” said Charles 
Landa at SG Securities. 


1998 looks like proving a :'-r 

good year to hase chOstofor f;, /■ 7 / . 

ad Insurance, merger. It ; 

afltera a depressed base from "■ 

which, the new CGU can “ 

make progress; throw In 'ijfcs gr 
merger provisions" ahd if .cun- A- 1 . 

veuiently becomes a - year to • ll 

forget CGU. like its . peers-, . •• I A 1 1 r . ’ 

has seen a idncer .attack on vA fr j l • nr W ■ 

general'insurance profits, ■■ W -I 
Claims have shot- up -from- ff lfl/j . — : — — ; 
rmhaturalty low levels,. and \Uf ' ; 

losses have crystallised on ■:*£$£*- — |— — : — - — — ' 
business underwritten,, at 

dangerously low .prices.. ■ ■ 1 - ■ . . . 1 _ ■ . * . . ■' 

CGU*s respectable 15 per cent ..is» ' . . 

grow&tali^assurance.prof- V. _vV 

its cannot aflfcet'this: group " ‘ 

operating profits could fall by about 30 per cent this yen' to 
less than fiTOQm. The good news is that the merger addresses 
the -general insurance problem 8 through cost-cutting and 
application of General Accident's tighter approach to under- 

writing. The question Is whether a period of internal review 
fa the Anglo-Saxon territories - the UK. North America. 
Australia New Zealand where tbe merger partners 
overlap, will detract from the continental European growth 
strategy of fimnmei ' Riai Union. The short-term view is reas- 
suring' - a period of expansion is being followed by better 
scrutiny of the returns. And a German acquisition shows 
that plans have not been frozen. But further out, serious 
jostling for position will have to resume on the continent 
Meanwhile faltering equity markets have brought ecu’s 
price down from a d emanding level. At L5 times net .asset 
value it no longer looks expensive, although bargain hunters 
may prefer Royal & Sun Alliance. 

Selfridges 

British Land's timing fa buying 3.1 per cent of Selfridges 
looks impeccable. After the recent share price tumble, Sslf- 
ridges was capitalised at less than the book value of Its 
property. British Land's attention may not have been 
Bought, but tin effect on the shares was surely welcome- 
- British Land's move does not look aggressive, but It must 
see scope for a propert y Joint venture with Selfridges. It has 
a record in such deals- Selfridges may not think it needs any 
property help. It has plans for a tougher rent review of its 
hotel, and for co averting office space for retail use. Further- 
more, it does not need to shift property off balance sheet Its 
focus now is impl ementing its retail strategy. But further 
out, it may wen make sense to delegate property manage- 
ment to a company with greater property expertise. 

BSkyB advances 
in digital battle 


By Cathy Newman 

British Sky Broadcasting, 
the satellite operator, yester- 
day raised the stakes fa its 
battle frith On Digital, by 
offering a cheaper package 

Of di gital channwTa! 

The - company ■ '.also 
reported, pre-tax profits of 
£270-9m ($447m), against 
£313.7m, for the year to 
June, mainly because of the 
cost of the digital launch, 
and higher spending on 
sports — up £113m to £287m 
- and marketing. 

BSkyB's shares dipped 
after the lower than expec- 


ted profits, but rallied to 
close up lOVip at 428p on 
analysts’ enthusiasm about 
the company's competitive 
advantage over its rivals. 

Marie Booth, chief execu- 
tive, also bettered the posi- 
tion of Elirabeth - Murdoch, 
who moves from being gen- 
eral manager of broadcast- 
ing to oversee programme 
development and joint ven- 
tures as manag in g director 
of Sky Networks. 

Operating profit dropped 
to £340.6m (£374m) on turn- 
over of £L4bn (£1.2bn). 
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Highlights from the Audited Preliminary Report 
for the year ended 30 June 1998 




Year ended 

Year ended 



30/6/98 

30/6/97 



(Rm) 

(Rm) 

Profit before taxation 


1 657.7 

841.1 

Net profit attributable to ordinary shareholders 

1 639.4 

604.4 

Headline earnings ■ 


X 120.7 

604.4 

Earnings per share (cents) 


765.3 

282.3 

Headline earnings per share (cents) 


523.2 

282.3 

Dividends per share (cents) 


305.0 

201.0 

Cash and cash equivalents 


2 111.1 

1355.5 



US$m 

US$m 

Net profit attributable to ordinary shareholders 

274.5 

136.1 

Headline earnings 


163.6 

136.1 

Cash and cash equivalents 


359.3 

299.1 

Statistics 




Tons milled 

(millions) 

21.4 

20.1 

Head grade 

(g/ton) 

5.56 

5.46 

Platinum -ounces refined 

(thousand) 

1 898.4 

1 735.2 

Operating cost per Platinum-ounce refined* (R) 

778 

969 

Square metres per st oping and cleaning employee”* 

37.4 

36.2 

Metres face advance per month 


9.1 

7.9 

Average market prices achieved 




Platinum 

(US S/oz) 

396 

386 

Palladium 

(USS/oz) 

239 

139 

Rhodium 

(US S/oz) 

442 

272 

Nkkd 

(US s/lb) 

2.65 

3.25 

Platinum 

(R/oz) 

3 998 

1 749 

Palladium 

(R/oz) 

1 210 

629 

Rhodium 

(R/oz) 

2 258 

1 193 

Nickel 

(R/Ib) 

13.25 

14.24 

*0.i rub*. :».-3. , rwur and refining cash cats, net of all ether metal nmw c. 



J oh Midi reef squaw metres. 

A fine! divkUnd of 190 cents hec been declared to ordinary shareholders registered at fas 
ci-.v*- i.f business on Friday 28 August I99S, payable on Friday 18 September 1998. 
Payments from London will be made in United Kingdom currency. 

United Kingdom income tax will be deducted from the dividend where applicable. 
Johannesburg 12 August 1998 

The lu of rid? Audited FWiminary Rqwi urill Iv pasted to shareholders and copies map be 

obMliied from. 

Lyidoii ONib.-. Amptals. 1*1 Ournnhixise Sown. Londun EC1N 6QP 
Urnltd KmoJoni RcytJiar EG pk:. Balfour House. 390 Vtigh Rood, flfod IG1 1NQ 
Internet address: httpr/Asinvjanpfat&cxua 


The United Mexican States Floating Rate 
Notes Due 2000 

The applicable rate oHmcre* for ibe penod August !2. 1998. throngb 
and mcludini Fcfmory II, 1999. lo be pol'd on February 12. 1999, a penod of 
1 (W <loya_ 1 ?5'VThia rate a 1 VI li% above UieolKred rate rbrnx-moirih 

deposax m IIS. Dotbrs which appeared on (he display designated ai the OrinA 
Banker* AafoctalHm'fc liaerem Seulemenl Rale i $.71 S7^>1 as quoted an Uw 
Boro Jores/Tdcnac Mimhu r * astetcnnc Screai No. 3750 a* at 1 1:00 iLoodao 
Tune) on August 10. 199S. 

The above rate equate* to an inlc<c*i payment of US J3. 33 J8 1 944 per 
USD I JW0 00 in principal amount orNate*. 


BANCO NACIONAL DE MEXICO, S_A_ 
NE W YORK AGENC\' 

August 10. [MS 


BT in $lbn Concert deal 



By Christophe 1 Prica 

British Telecommunications 
is to pay $lbn for MCTs 2AJ3 
per cent stake in Concert 
Communications following 
the takeover by rival US 
telecoms operator, World- 
Com. 

The move will be the final 
transaction In tbe lengthy 
episode which saw tbe UK 
telecoms group vying with 
WorldCom for MCI, only to 
be trumped by a $S7bn offer 
from the US company last 
year. 

MCI took its stake fa Con- 


cert in 1993. when the inter- 
national communications 
venture was formed. At the 
same time, BT took a 20 pa 
cent interest in MCL for 
which it is due to receive 
$7bn when the takeover by 
WorldCom is complete. 

BT recently announced a 
SlObn global venture with 
AT&T and yesterday said 
that after the Concert trans- 
action, responsibility for dis- 
tribution of Concert services 
fa the US would be given to 
the US telecoms group. 

However, MCI will also 
continue to distribute Con- 


cert services fa tbe US for a 
further two years as part of 
the termination agreement 

News Of yesterday's trans- 
action had been expected. 
The surprise was the price, 
which was at the higher end 
of analysts’ forecasts. 

BT’s agreement with 
AT&T last month will see 
the twd companies pool their 
international operations fa a 
Joint venture. The move wfll 
generate an initial turnover 
of flOtm and operating prof- 
its of $ibn. It will also han- 
dle 25bn minutes of telecoms 
traffic annually. 


CONTRACTS & TENDERS 


CONTRACTS & TENDERS 
AltJIB BEPUBUC OF E 6 YPT 


REGIONE PUGLIA 
Piazza A. Moro n 37 - 701 22 BARI 
TeL 080/5404072-3-4251 Fax 080/5404071 

AW1SO DI GARA 
PROCEDURA APERTA 

La Regions Puglia, in esccuaone della deliberuzione della Giunta Regionak nJ272 del 31.7.98, 
indice licilazione privata, ai sensi deH’anJ13 - .1" comma letL a) del DJL-vo 11.157/95. per il 
reperimento di risorse finanziorie per I’esrinrionc del debito regionale coosoiidato (mutui 
passivi per un impono globale di lire 2JU9^41^44J15 previsto a! 31/12/1998, risuUante da 
prospeno acquisito in atri) in attua/ione dell ’art. 17 - t comma della LJL3/6/97 0.16. 

E’prcvista la possibilidi £ estensione delta candizioni ofiene ad ultertarc-finanriainaUD per 
1’estinziune di a! Ire situazkuii debitorie della Regione. 

f] finan2iamcnio in egai case non sari inferiore a 5.CXX) railimti di lire. 

Gli ktituti/Aaiende di crcdilo inlcrcvsati po&sono chiederc di panecipaie inviando apposita 
offerta, redaua in lingua italiana, entro il Cerminc pereittorio delie ore 12J3Q dd gtomo 7/10/98, 
in un pUco -ri gill aid c fmnato sui lem hi di clnusunu a mezzo raccoauuidau.coa ricevuta di 
ritorno del sen-izio postale o di agenzta di recopito autorizzota. 

La doraanda di parted pazionc non v incola in nessnn mode 1 ’A mmin istrarioix; regionale, che si 
riserva, in sede di autotutela, di tpodifitare, sospendere owero revocare la prcaente gara. 

Lc coodizioai c ie modalidk di partecipazione alia gam possooo essere desun fe dal capilolato 
speciale d’oppalto. che pub essere ricfaiestlo in copia dtrenameme aD'UfiRdo Couivxl e Appalti 
dell’AssesiOfiUo Affsri Generali della Regione Puglia con sede is Piazza A Ido Mom a37 - 
701 22 B ARL lelefono 0SQ/544072J.425 1 - fox 180/540407 1-67. 

Prcsso il prettano Ufficio pub essere presa visions di ogni altra. documentaziQne ritenuta utile ai 
fini ddla partevipazione alia gara. 


EBYFIUN ElECTRmTY AOIMHlflY 6EEAJ 

Privatization of Electricity Companies 
Cali for Pre-QuaJificatfon 

No. 96/98 

- EEA is inviting experienced international and 
local financial and consulting firms to submit 
their prequalifications for Consultancy Services 

. in the privatization of Electricity Companies. 

- This invitation is for the purpose of short 
listing the firms who can demonstrate 
extensive experience and capability in 
providing the Consultancy Services. . 

- The short fisted firms will be invited to submit 
their offers to assist EEA in the valuation of 
the Electricity Companies, the determination 
of the fair market share value and the 
preparation of the information, documentation 
and marketing plan for offering. 

- The Request for PreGua&ficafion (RFPQ) is 
available and may be obtained from the 
following address, on the.submission of 
confirmation of the transfer of one hundred 
US Dollars to EEA ACCOUNT NO. 880/90/1 4 
National Bank of Egypt (Main Branch), Cairo. 

General Director of Central Purchases, 

: Egyptian Electricity Authority, 
Abbassia, Cairo - Egypt 
Tel.: 2616537 Ffex: 2616512 - 4011630 - 

> The Pre-quaBMjqn documents, of original and five 
copies diouW be sutxrrattecf to tile above mentioned / 
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EURO PRICES 


EQUITIES 


Europe lifted on turning tide 


CURRENCIES & MONEY 


FT SYNTHETIC EURO RATES 


Synthetic Earoagsknt toe 


i p*« 


no* ante*. 


gggg^ovHwraff 

By Pb3p Coggan, 
fttsketsBttir 

European stock markets 
pmoyed a day free of adverse 
influences from Asia and 
Wall Street, and achieved a 
modest reversal of their 

recent heavy losses. 

A rally in the yen anrt a 
rebound in the Dow Jones 
Industrial Average 1 ate on 
Tuesday and at the New 
Y °rk opening yesterday gave 
Europe the opp o r tu nity to 
tore the tide 
The FT5E Eurotop 100 
i nd ex rose 14 per «»nt or 
37.72 points to 2^97.57. while 

FBEBaotop 300 Bmbte 


the broader Enrotop 3QQ 
gained 35.42 to U7L3& The 
core Europe an countries, as 
represented by the FTSE 
Qiloc mo indte, manastd an 
even better recovery, gain- 
ing L8 per cent or 1727 to 
99L88L 

Earcgje still has attrac* 
tuns, despite the recent mar- 
ket folk; n w w ng n expecta- 
tions are stfD being revised 
upwards, inflation, interest 
rates and bond yields are aB 

low and the call of the 
equity is gradually taking 
bold. 

Information technology, 

Tuesday's laggard, was the 
best per f or mi ng sector of the 
day, gaining SL2 per cent 


SAP. which has slid since its 
New Y«s listing, rebounded 
Ecu 5020 to Ecu 581.65. Cap 
Gemini gained Ecu 1U0 to 
Ecu I40.VJ on acquSsitSwi 
rmnoozs and talk the com- 
pany was immune from 
Asia’s problems. 

At the other end of the 
sale, the ofl exploration sec- 
tor U m per cent as the 
continued weakness of the 

oil price offset the temporary 
benefit of the BP-Amoco 

rtpaV I amm 

to Ecu 234 and Enterprise 
OQ Ecu O JO to Ecu 6.47. 

BF dipped Ecu o jo to Ecu 
1X66, whfle Royal Dutch teS 
Ecu 1 to Ecu 4L2*. 

In the pharmaceuticals 


sector, a planned share buy- 
back from Novo Norilsk 
lifted the shares Ecu 630 to 
Ecu 115.45. The sector was 
13 per cent higher. 

- In healthcare, the volatile 
Nycomed Amersham gained 
Ecu 030 to Ecu &0& 

The hou s ehold gootte sec- 
tor was lifted 4.1 per cent by 

an Ecu 22.70 Jump in L*Qreal 
tO ECU and fiy rt fornfag 
favourable reaction .to fig- 
ures from Electro lux, up Ecu 
WO to Ecu 15JO. 

Further speculation that 
Dresdner Bank had held 
exploratory taHre with 
Paine Webber of the US sent 
the farmer’s abates up Ecu 
0.7 to Ecu 4734. 
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EUROZONE CURRENCY CONVERGENCE 
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EUROZONE CORPORATE BONDS 
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Credit Susse First Boston cat offer its cSerrts a unique opportunity ahead of the 
introduction of the euro. We have restructured our European Government bond market 
making activities to focus on the maturity spectrum. Sp&t into 3 categories, ranging from 
zero-3^ years, 35-7 years and 7+ years across afl the EMU currencies, we offer the benefit 
of faster pricing, greater ‘relative value* expertise, enhanced risk management and deeper 
market insight Change means opportunity. 
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Winds of change blow through Chicago 

Tfte CBOT and the CME are finally getting to grips with electronic trading systems, writes Nikki Tait 


P at Arbor, chairman of 
the Chicago Board of 
Trade, stepped out of a 
Washington hearing this 
TOQk to outline differences 
in electronic trading systems 
to reporters. Halfway 
through the explanation, a 
wiy smile appeared. "Who’d 
have thought a few months 
ago that Td have been 
talking about this?" he said. 

Winds of c hang e have 
been blowing through Chica- 
go's futures industry with 
renewed force in recent 
weeks. To say that traders at 
the two big exchanges - the 
'Board of Trade and Chicago 
Mercantile Exchange - see a 
Doorless, screen-based trad- 
ing future ahead of them 
might be an exaggeration. 

But there is a widespread 
realisation that electronic 
trading systems will play a 
significant role in the 
months and years to come. 

"Change (s so constant - 
and the concept of electronic 
trading, which six months 
ago was strange. Is far more 
accepted now," says Scott 
Gordon. CME chairman. 


Mr Arbor points to the 
CBOT board decision - yet 
to be approved by members 
- to allow certain interest 
rate futures to be traded 
electronically during the day 
alongside the pit-based open- 
outcry system from next 
month. “We crossed the 
Rubicon." he says. 

The question is no longer 
when or whether the Chi- 
cago exchanges will adopt 
electronic trading, but how. 

In contrast to those of 
some European exchanges, 
the decisions have been 
piecemeal CBOTs move on 
bond futures takes effect 
next month but is essentially 
a defensive step, driven by 
the threat of a rival elec- 
tronic system for Treasury 
futures being devised by US 
broker-dealer Cantor Fitzger- 
ald and the smaller New 
York Board of Trade. 

More pro-active is CBOTs 
plan, announced last week, 
to launch electronic trading 
of five new agricultural com- 
modities - sugar, coffee, 
cocoa, orange Juice and cot- 
ton. Regulatory approval is 


required and some work will 
be needed to formalise con- 
tract specifications, clearing, 
arrangements and so on 
However, Mr Arbor insists 
the products have been on 
CBOT's radar-screen for 
some time, and that many 
firms trading them in New 
York are also members of 
the Chicago exchange, 
implying that some business 
would flow to the Midwest 
Nevertheless, tbess are 
also the commodities that 
dominate the agricultural 
division of the NYBT, sug- 
gesting a degree of retalia- 
tion may have featured in 
CBOTs thinking . 


T: 


‘he Chicago Mercantile 
Exchange has been mov- 
ing along a similar 
back. It has brought a small 
amount of electronic trading 
to its gris tin g floor, via the 
"e-mini" equity index con- 
tract, which can be traded 
on screens or by open-out- 
cry. and a new “turn rate" 
financial contract 
At both exchanges, how- 
ever. these moves are only 


opening manoeuvres. “It Is 
clear that some customers 
want electronic trading for 
certain products," says Mr 
Gordon, although he adds 
that this “groundsweD" does 
not appear to stretch to the 
agricultural pits. 

He sees two objectives: to 
bring new products to the 
floor through links with the 
other exchange, and to get 
the CME’s product range dis- 
tributed globally. This goal 
lay behind his recant com- 
ment to members: “The CME 
is committed to. creating a 
global electronic network 
through which customers 
around the world can access 
selected CME products 
around the clock." 

Similar considerations, 
an d the need to make effi- 
cient use of technology 
spending, also prompted the 
CME to approach the CBOT 
about pooling their technol- 
ogy platforms. The CBOT 
agreed to talk, say people 
involved, on condition that 

the Hia<-ng<rinng encompassed 
the prospect of a much-fuller 
alliance, or a form of merger. 


White discussions are still 
taking place, existing alli- 
ances may be a stumbling 
block, at least temporarily. 
The CBOT is hooking up 
with Eurex, the Ger- 
man/Swiss electronic 
exchange, and both plan to 
disseminate each other's 
products on each other's 
screens next year. The CME 
is bringing on a different 
electronic system - based 
around the French Matif 
exchange's technology - 
later this year. ■ • 

Mr Arbor says the CBOT 
will -do nothing to Jeopardise 
the relationship with Eurex 
but acknowledges talks are 
con tinuing . Mr Gordon says 

the CME “is happy to keep 
the door open". 

All this does little to 
address the issue of foiling 
seat prices, the exchanges' 
other big headache. As the 
likelihood of a switch to elec- 
tronic trading has mmmtpA, 
the 'value of these “admis- 
sion tickets" has dived. 

This. too. has set the 
exchanges thinking. In an 
effort to find a way of realis- 



Patrick Aibor, CBOT chafemn; 
*Ws crossed the Rubicon 1 . - 

ing value for members, both 
have looked at possible 
changes to their, current 

member-owned structures.' 

CBOTbas toyed with the 
idea of turning, its electronic 
trading arm Into a separate 
corporate subsidiary and 
floating equity oh the stock- 
market; the CME has enter- 
tained broader “demutualisa- 
tion" thoughts. 

As with other aspects of 
their s trategies, there seems 
to be a belated awareness 
that there is little time to 
lose. Mr Gordon expects as 
announcement shortly. “I 
think well do that easily in 
the third quarter,” he says. 


Philippines to raise $500m 


New international bond issues 


WTB^TIO^MNDS 

By Justin Mancoi in Manna and 
Vincent Boland in London 

The Philippines yesterday 
named Goldman Sachs as 
the lead manager of a US 
dollar -denominated global 
bond issue and J-P. Morgan 
and Warburg Dillon Read as 
Joint lead managers of a 
euro-deuominated Issue. 

Edgardo Espirltu, finance 
secretary, said the two sov- 
ereign issues would raise a 
total of at least SSOOtn. The 
first will be a global issue of 
dofiar-denominated floating- 
rate securities and is tar- 
geted for next month. 


WORLD BOND PRICES 


This will be followed by a 
euro-denominated bond, the 
first in the new European 
single currency by a sover- 
eign issuer from Asia. 

“The two-phased pro- 
gramme addresses concerns 
on the volatile market envi- 
ronment and provides 
greater flexibility to meet 
our objectives," Mr Espirltu 
said. The European issue 
would introduce the Philip- 
pines 1 "credit story" to 
investors and diversify its 
lending base, he added. 

The country last launched 
a sovereign issue in April 
with a well received $500m 
global bond, the first sover- 
eign Asian issue since the 
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regional crisis began in July 
last year. It was priced at 
337.5 basis points over US 
Treasuries, but the spread 
has since widened to 575 
basis points, after the recent 
flight to quality and setback 
in emerging markets. 

Analysts believe the gov- 
ernment will be seeking to 
raise much more than the 
official figure of $500m this 
time, following other si gnals 
from the department of 
finance. 

Activity was light in the 
new issues market yester- 
day, with issuers staying on 
the sidelines. But some sta- 
bility returned to secondary 
market t rading and spreads 
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in emerging market debt 
were steady at current very 
wide levels, traders said. 

Liquidity was also reduced 
by US Treasury auctions, 
which analysts said were 
well timed to capture the 
current flight to safety. 


BOND FUTURES AND OPTIONS 
Frame 
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FREDDIE MAC, the US 
mortgage agency, was one of 
the flew issuers to tap the 
market, launching a $ibn, 
one-year bond that reflected 
continuing demand for 
defensive instruments in the 
current volatile market cli- 


Ecu 
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mate, according to a banker 
at Lehman Brothers, lead 
manager. 

The issue attracted good 
international demand from 
central banks and invest- 
ment management groups, 
he said. 



GQVBUIMENT BONDS 


By Jeremy tout in London ' 
and John Ubabki Naw Yaric 

Prices fell . yesterday, 
back-pedalling as world 
stock markets regained some 
of their com p o su re and the 
yen gained ground against 
the dollar. 

However, analysts said 
thee was nothing to suggest 
the rug had been pulled from 
under the. bond markets and 
recent bullish fundamentals 
were still firmly in place. 

“The broader- concerns 
lover Asia and Russia! will 
remain in the background 
and the economic calendars 
for major markets are light. 
So for the near term, bond 
markets remain very firmly 
underpinned," said Andy 
Bevan. senior bond strate- 
gist at Goldman Sachs. 

In the US, Treasuries 
Started lower on the com- 
bined effects at supply wor- 
ries and the Dow Jones 
Industrial Average opening 
about 50 points higher. 

In Europe, only UK gilts 
made any headway, ending. 
Viighpr on optimism that UK 
interest rates may have 
finally peaked after months 
of uncertainty. 

US TREASURIES were 
tower at midday fa the midst 
of the second of three auc- 
tions, and as rat™ returned 
to global markets. 

By early afternoon the 
benchmark 30-year bond was 
down 3 to 106§, sending the 
yield higher to 5.635 per 
cent • 

Among shorter term issues 
the two-year note was down 
4 to 100*. yielding 5-340 per 
cent while the 10 -year note 
lost £ to lOlfi, yielding 5.420 
per cent 


INTERNATIONAL BONDS 


With little fresh signifi- 
cant economic aerra expec- 
ted until the retail sales and 
producer price index reports, 
overseas concerns continued 
to wighonthe US market 

"It's really A slow drift 
lower oh. a weaker dollar; a 
stronger stock market and 
concerns- about the 10 -year 
auction," said Tom O’Con- 
nell, senior government 
trader at First Chicago Capi- 
tal Markets. 

UK GILTS took heart from 
figures showing a slowdown 
in wages growth, which has 
been a key concern of the 
Bank of wn gtand in its infla- 
- tkm considerations. 

The Bank, in- its inflation 
report, said the UK economy 
was cooling and that 
although Inflation may pick 
up in the next 12 months, it 
would fall back close to the 
Bahkft 23 per emit target in 
two years' time. 

Both factors were positive 

for gilts, with markets inter- 
preting them as 'a sign that 
interest rates had peaked. 
The key ftrtnres contract, the 
September 10-year, settled 
<U0 higher at U056.’ Volume 
was heavy, with 77.500 con- 
tracts traded. 

Neil Parker, treasury econ- 
omist at Royal Bank of Scot- 
land, said: "I thinic all the 
evidence that we’ve had 
today is that the UK- econ- 
omy is slowing and inflation' 
. ary pressure will be 
subdued." However, Mervyn 
King, deputy Bank governor, 
said it was too early to 
assume that rates were bead- 
ing lower. 

GERMAN BUNDS ended 
lower on profit-taking. The 
September 10 -year future foil 
0.20 points to HOjGO in vol- 
ume of 388,000 contracts 
traded in Frankfurt . 
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CURRENCIES & MONEY 


Yen gains on talk of intervention 


MARK^R^rj 
By Simon Kujjer 


The yen rallied from its 
eight-year low yesterday as 
traders decided that Japan 
might be close to interven- 
ing to support it Many were 
happy to take profits on the 
currency's slide of the last 
fortnight 

The threats of intervention 
from almost every Japanese 
official known to the mar- 
kets have become too loud to 
ignore. Keizo Obnchi. 
Japan’s prime minister. 
yesterday that the yen's toll 
was unfavourable, while 
Eisuke Sakakibara. vice 
financ e minister for interna- 
tional affairs, said Japan 
would adopt an aggressive 
st ance on foreign pw h mip 

movements. 

The market took particu- 
lar note of Mr Sakakibara’s 
comments. He is known as 
"Mr Yen" for his penchant 
for talking up the yen in the 
early 1990 s, and his sflence 


over the yen's slide this' 
month had been taken fay 
some as a sign that Japan 
might be abandoning inter- 
vention. * • 

. It was aBo amtotmced yesr 
terdav that KflcM Iflyazawa. 
Japan's new -finance mints- 
ter. and Robert Rubin, US 
treasury secretary, would 
meet in early September.. 
Some think that . th«» two 
men wffi ffia-nai whether or 
not to intervene for the yen. 
And ahead of the mwM in g . 
talk about intervention is. 
likely to increase, in itself 
buoying the yen, said cur- 
rency strategists yesterday. 

The rebound in the yen 
helped most other Asian cur- 
rencies. However, fears 
remained that the yen's slide 
might prompt China to 
devalue. Zhou Gang, the Chi - 
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sese ambassador to India, 
said yesterday that Beijing 
might have to rethink its 
-no devaluation" policy if 
Japan’s currency kept fall- 
ing. However, one view is 
tint China simply wants to 
keep the threat of devalua- 
tion alive because that gives 
it influence over the US, 

. The yen rose YU against 
the dollar to dose in T vraffon 
at Y 146 . 0 . 

The B ank of fbtmrta inter- 
vened yet again in s u ppor t 
of its currency. 

■ The pound fell as traders 
concluded that UK Interest 
rates had peaked. Average 
earnings rose by 5.0 per cent 
is the year to the second 
quarter - a robust pace, but 
slower than expected. Philip 

Shaw, chief economist at 
Investec in London, said the 
market took the earnings 
data particularly seriously 
because it was these that 
had prompted the. June 
interest rale rise. He said 
annual earnings growth 
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looked as though it would 
soon fall to the Bank’s toler- 
ance level of A 5 per cent. 

The minutes of the Bank 
of England's monetary 1 pol- 
icy committee meeting for 
July provided mixed evi- 
dence for the notion that 
rates had peaked. On the one 
hand, all nine committee 
members voted against a 
rate rise. On the other, 
some members said they 


favoured an interest rate rise 
at sane later pant Further- 
more, a fall in unemploy- 
ment suggested that Infla- 
tion might not die. 

On balance, however, the 
prospects of a peak in rates 
dragged sterling down 1.7 
p fg to DM 2 JB 2 against the 
DMark, while short sterling 
futures contracts rose. The 
June 1999 contract gained 7 
basis points and now prices 
in base rates, below 7 per 
cent, compared with 7.50 per 

cent today. . - 

■ The dollar seems to be 
blithely ignoring the ups and 
downs of Wall Street Yester- 
day it dropped 0.6 pfgs 
against the D-Mark to 
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DM 1.775 even though the 
stock market rallied. Since 
Wall Street began to slide 
last month, the dollar has 
nor left its well-trodden 
range -of recent months 
against the D-Mark. 

Ravi Bulehandani . senior 
currency economist at Mor- 
gan Stanley in London. 

explains; "The currency mar- 
ket has taken the view that 
a stock-market induced 
recession in the US is 
unlikely." Furthermore- , 
there is not a vast amount of 
foreign money that could 
leave Wall Street. Mr Bui- 
chandani says foreign inves- 
tors have long felt that the 
Dow was overvalued, so 
most recent share-buying 
has been done by Americans 
saving for old age. 

The big international capi- 
tal flows of recent weeks 
have been out of emerging 
market stocks and bonds, 
notes Mr Bulcbandanl. And 
much of that money bas 
gone back to the US, to be 
converted into dollars. 


WORLD INTEREST RATES 


MONEY RATES 

ta » 


fcw ft* Dm Sh 0 * Lot* ta tae 

nut no* ate w ta m m 



3* 


3« 

3! 

3fl 

aoo 

2.75 

- 

taMB 

3S 

% 

3t 

h 

2ft 

430 

- 

53Q 

Cm»V 

3*6 

3i 

3*4 

34 

3ft 

450 

250 

J30 

Mead 

S'* 

64 

64 

H 

4« 

- 

- 

675 

Mjf 

*t 

*s 


4fi 

4ft 

&5D 

MO 

4.95 


3i 

3H 

»% 

n 

44 

- 

2.75 

230 

Staartta 

U 

11 

»* 

11 

7ft 

- 

100 

- 

US 


Si 

64 

« 

s* 

- 

500 

- 

Jajnn 

a 


I 

1 

K 

- 

050 

- 

■ timmiarti 








tartak Firing 

- 

5f 

SS 

5* 

5ft 

- 

- 

- 

IB Bate CDb 

- 

s« 

5.47 

545 

500 

- 

- 

- 

ED LMad Da 

- 

ft 

44 

44 

4ft 

- 

- 

- 

503 Uaitad Da 

- 

3« 

% 

3| 

430 

- 

- 

- 


, taar hm t*s am SHfe * »• ta uaan tm. ten « iw 
[ CBI I Sff 1 M 9 

EURO CURRENCY INTEREST RATES 




Sam 


7 Otjt 
notes 


Oat 


Tina 


On* 


1 BSgon fflK 

tetma 






DOLLAR SPOT FORWARD AGAINST THE DOLLAR | 


tag 12 


Oosag Onega Bcttta 

akHMU at Ob spue d 


faf«i 

ta 


v* 


«* 


On»nr Bsrtof 
Mt tahta 


tatf 


fata Cnenge 
tru-pxt * tin 


IkUta 


ta 


VA R» 


JP< 

sw 


m 


20344 ] 
fifll 596324 

5*0 110 M 8 

696 63901 

96523 
23315 
1 Or? 461.426 
(R) 1.1533 

*1 28 S 2.42 

Oft) 

n 

m 120 m 

& 295997 

m 345097 
tm 1 X 1731 


X 2 G 0 B 


( 8 ft) 

6 


23158 


- 13 B 58 


(CS) 


NgooKBog 


«S 

m 


•feta 


SaAttfcs 
Soon tan 


TbahflS 
rMMkftait 

mm ten. mi 


9 ) 

m 

fl(Z 8 

fart 

Pfl 

n 

« 

(tad 

TO 

m 


2.7319 

126251 

njm 

2 MS 37 
60007 
237686 
56435 
123 S 3 
70608 
X 1 113 
26501 
M 029 B 
216 X 41 
. 5 X 6965 
6 X 1 MK 

Ik 


-4.12 a 336 - 551 

204889 

20JC03 

200712 

O 

2X1318 

42 

160362 

80 

rtu 

-03361 B15-8XI 

5X0670 

5X5580 

M41S6 

44 

9X0182 

42 

57-5153 

30 

W32 

-88663 Q5B -173 

110743 

' 109936 

109784 

U 

TO0U4 

30 

106734 

11 

1062 

-03513 833 - 968 

8S376- 

87760 

87589 

40 

60699 

XI 

04784 

■ 3S 

810 

-02589 865 -961 

17461 

90788 

90573 

40 

85906 

42 

93475 

30 

WSJ 

•43173 900 -329 

£soe» 

UBi 

2BB1 

44 

28609 

42 

37836 

30 

1050 

-1093 196 - 655 

484074 

472329 

48328 

-40 

48601 

-45 

497041 

-XI 

825 

-0.0051 521 -544 

11577 

1.1480 

2152 

14 

1.M87 

10 

1.123 

26 

953 

-1643 MB- 394 

296631 

26470} 

264502 

28 

283218 

28 

279436 

>1 

754 

-00361 815 - 60 

599679 

awn 

594158 

44 

5X9102 

4 2 

570153 

30 

1032 

-00191 506-614 

32794 

use 

3248 

44 

3225 

• 40 

3.1426 

30 

1026 

-0096 £87-7*4 

120322 

1U9* 

1229(9 

20 

12297 

IS 

121321 

10 

962 

-1027 72S - 0/0 

297.4EB 

295.410 

298095 

3* 

*Z\-K7 

34 

28X247 

U 

924 

-1,448 281 : 513 

246080 

244050 

244,716 

30 

XX 38 

33 

237081 

30 

774 

-0.1 Ml SS - 952 

133M* 

131568 

13.134 

30 

13X68 

35 

127742 

30 

83.4 

-0615 142- 173 

24348 

24184 

24036 

XI 

23786 

A0 

22967 

52 

10X3 

- 

. 

• 

>• 

a 

. 

• 

a 

a 

1036 

-00089 649 - 687 

14750 

14844 

14614 

30 

14528 

30 

1017 

30 

• 

-0X037 2*5-295 

10844 

10281 








-0.0089 063 - 960 

10105 

i arm 

a 

. 

a 

. 

. 

a 

. 

-09137 884 -708 

24870 

24623 

24637 

20 

24536 

20 

24201 

20 

7X4 

-00752 BBS-860 

150117 

08515 

1X1974 

-1&0 

155666 

-167 

17.7543 

-180 

. 

-00037 286 -291 

10347 

16284 

10264 

21 

1.921 

23 

10017 

17 

1140 

-0023 297-941 

27450 

27158 

27287 

27 

27144 

20 

26744 

21 

>10 

-00295 206- 293 

126853 

126185 

126581 

-41 

127314 

—3.4 

121677 

-40 

a 

-00669 941 -629 

707250 

897790 

. 

• 

- 

- 

• 

• 

- 




12309 
357150 
67831 
54130 
56575 
1.7836 
256.780 
14109 
17*200 
367150 
20113 
7MZ7 
M2 010 
150950 
813 » 
1.4918 
16347 
1.1122 


124560 
3X5400 
67451 
53848 
5 9382 
1.7710 
33110 
14110 
174710 

365400 

19965 

75447 

161.350 

133330 

60735 

1.4814 

1X2S4 

11071 


124636 

22 

174184 

22 

122502 

■B 

1036 

36031$ 

27 

364(85 

22 

US' 

19 

1331 

6*5 

>5 

67323 

16 

1W 

14 

1053 

4DW1 

21 

53662 

!' 

sax 

19 

614 

5938 

2* 

59163 

22 

58361 

?,9 

1063 

1771* 

22 

1-W9 

20 

17411 

19 

104.7 

29713 

-&r 

30BJQS 

-65 

31083 

-S2 

629 

1412 

P.7 

1.4112 

05 

1 UJ 

-5 9 


174974 

07 

1747.12 

08 

1S5» 

14 

162 

365315 

22 

364025 

i y 

359' 

19 

103.1 

loan 

23 

19895 

i 3 

19622 

19 

1023 

75606 

-02 

75626 

-02 

75T47 

-02 

«2 

181.414 

13 

190966 

14 

irar: 

16 

330 

IS) 463 

12 

150.13 

13 

;«2i 

>C 

772 

80754 

14 

80553 

IS 

79756 

i a 

554 

14777 

40 

1.463 

49 

14302 

35 

i960 

16264 

21 

1621 

29 

16017 

17 

:C9 

HIM 

-15 

1.1159 

-5 5 

11303 

-1.7 



-2113 440-634 2210X10 2SM630 2344477 -57.1 2415177 -SU 30431.61 -420 


bum «n k m M spa *r 

mtai Mated km tank* Meat 


-1L0141 

-238B 

-4X097 

-00195 

-05745 

-00137 

-00251 

-OQB 6 E 

-1753 

-0.1548 

-1-133 

Spot 


SO6-T07 
758 - 016 
336 - 533 
330-385 
013-963 
091 • 134 
489 - 522. 
tin - ez 
468 - 415 
729-187 
838-686 


00113 55900 

240490 736.140 
69215 X7B04 

37505 12170 

700974 762006 
01314 61081 

25720 2030 

toes 162228 
219361 216453 
566777 565899 
700560 S75D8D 
la MM data Hu* 
■ ■■tana 


236431 75 233511 7 A 221076 67 

60163 -11J 70601 -127 70003 -31.1 

X2334 1.1 12306 07 32302 02 

71.1611 -VL4 722423 -06 775906 -07 

6UM8 15 60917 15 60572 00 

20*54 25 .20369 15 26197 1.1 - 

1046 -15.1 1X7063 -147 115R -1X1 


10X2 

963 


5X9453 -55 
6X9804 -136 

(tap ta* rknteil 


575912 -46 5XBSS5 -15 
18.4347 ~M2 756385 -112 

te m mt * Eta* ta ta sea - wo ta 


Bong tag 


TIM 1 m 

SnIMk 


StaMka 
8Mb Kona 



05936 • 996 • 998 

1.1706 400071 704 - TCP 
151 SB -0095 155 - 160 
L1900 -00255 850 - 950 


10767 -00104 759 - 776 
7.7481 -00067 485 - 460 
40055 500 - 500 
-100 000 - 000 
IBS -00004 779-880 
148005 - 1 .U 5 970 - 040 

-005 !S 5 • 850 
- 04)075 049 -877 
-00 OOQ-OOQ 
• 507 - 510 
12493 -00115 465 - 500 
U 400 ' -0045 30 Q-SQ 0 
-6 900 - 400 
-0017 840 - 010 
_0£ oqo - 000 


00898 00998 

1.1707 1.1693 

1.558 

9.T9SO 


16841 

77495 


30 W 3 
147.420 
<0450 
i mo 
aqini 
17511 
10600 
63500 


133100 
340975 
410500 

t*« kk m «tete|ii . MMr«Mb —aim ta na 
ta ii . ta a«v n»i» a* ta an an ta n 
teta. sate tai m nta kr iti. 

Ite nitei k — i— tekMUtkaa tea atak an 


10118 

15149 

0.7 

15136 

06 

10115 

as 

760 

91840 

9344 

-201 

9025 

-189 

11085 

-206 

1160 

76EB7 

10759 

06 

10733 

08 

16626 

00 

810 

7 7450 

7.7828 

-53 

70538 

-5* 


-63 


4? 7960 

4338 

-120 

<12 

-416 

47 *45 

-105 


1290000 

13800 

-593 

14900 

-532 

19000 

-4X5 


36762 


. 


- 




14*910 

M5365 

53 

14405 

54 

1369 

51 

1366 

41800 

42488 

-139 

4333 

-148 

4.7453 

-ilfl 


1.9701 

1989* 

-1.0 

19948 

-17 

20136 

-14 


<3.1000 

43753 

-126 

<4.585 

-11J 

48319 

-118 


37507 

37536 

-08 

17579 

-X7 

32819 

-C0 


17325 

1.7495 

-01 

17513 

-05 

1.7606 

-06 


6308 

60312 

-173 

60057 

-168 

72313 

-U.1 


132800 

. 

. 


. 

. 



34 7640 

350125 

-7.4 

33975 

-69 

366225 

-52 

. 

416000 

424 

-15* 

4345 

-163 

4135 

-W 

- 

an dacna phcei txn 

MS Susa cbm a us acre? u Magnurtaal 

■At 


taw ta k ta M aa n BMr an n tate tea «« awaoeE data sm ad Rta» mt 


3 ;- 3 i 
4|-4 
31 - 3’- 1 
3 . - 31 

ft ■ i; 

ti . it 

l m • Tk 
n - It 
4i *4 
51 Si 
5>i • 4 1 
I t 
» - a 


«-3E 

<4-4. 

31 -3S 
3*« • 2'* 
3>» « 
«#-4a 
•i*k 
7 i- 7 i 
I 4 ! ■ 11 ; 
5 - 4 % 
51 -Vt 
5 * q 
t ■ h 

n ■ 22 


* 

9 
»- 
3C- 
4, ■ 

n 


ftwiob Fnoc 
nngM Ex 
tatahtete 
tateg 
StaFnM 
Ctater Ota 
IS Ota 
Mrm 
Jbpnatltei 
tai»g 

teiwnaoittkit Ota ate m tan ax ta mu 
■ tHMS M0NIH FteOB WTDW1 ktetteK taafl ta 


If. Ifi 
5 - 4 '* 
5) S 
5.-4* 
ir-*» 
«f-5* 


Sh-3* 
41* - 4% 

3431 
3i- V 
SIM 

qq 

?S-?4 
< 4 -i| 
5W - 3 
6 % - 6 
4a-4« 

i-l 

HU 


36 

44 

-34 

M 

3 | 

’ 4 h 
ft 
7 h 


2 -IN 
S'4 V* 
51-51 

4|-4< 

1*1 

5% - 5 


3C-3g 
4% - 4% 
3|-3i 
q- 4 i 
3|-33 
4% -44 
44 H 
TS- 7 | 
:i-i| 
5*1-5% 

5V. 5| 

44 -q 

4 I 

5% 5 



0p* 

Sttpfte 

Ck*ge 

Htft 

Lob 

U- trt 

Dp* U 

sw 

9643 

904X 

-omo 

88435 

86425 

7.125 

50 560 

Dae 

96285 

96265 

-Dim 

98295 

96280 

7.M2 

78658 

! ■ hub month anoum Rirmts xiTf r tan m porn m om 




Dp» 

Settpnca 

PUflQB 

>ftte 

Un 

IN M 

(VNI K 

Sap 

*455 

96455 

■0005 

86 460 

96443 

42601 

516241 

>c 

9X265 

96260 

■4X015 

862G5 

96245 

46850 

USEO 

tkr 

96 no 

06210 

-0015 

P82J0 

96 (TO 

7KX 

479161 

Jpn 

96 125 

96130 

-0 MB 

96135 

06105 

2B625 

23*453 

| ■ OK WMTK BKMMR KT0KS MTfV OKQia pata <d 'CPN 



! « 

Dp* 

sea price 

Ota 

HKte 

low 

Cat « 

tta n 



96535 

•0015 



0 

n 

1 Seo 


96500 

-0010 



0 

0 

■ IMS HOKIM BtaOUBA R7IDKS tlFfTf LlOOOn pomk id 1(0% 




CBM 

sea pace 

□mpqi 

KBB 

Low 

ul m 

Op* A 

Sap 

95370 

95 320 

0060 

BS370 

05200 

58570 

193019 

OK 

96.170 

96.1*3 

-O03Q 

96.170 

96110 

19911 

162LM 

Kk 

«2tt> 

96293 

-a DID 

96210 

06190 

4467 

232185 

Ate 

96.110 

96110 

-0010 

96120 

96090 

212: 

58003 

■ 1MBE MONTH BIRO SWBS nuuc mtMB xrtt) SFflm psav 01 lUUft 



Op* 

Sea price 


« < 

low 

tat Wd 

0p« A 

Sep 

99170 

9X180 

0O1D 

9X180 

98130 

13252 

78238 

Dec 

97-9H0 

98 003 


96010 

97B40 

9603 

50033 

m 

978S0 

97.910 


97 910 

97 860 

1913 

2760 

Jun 

97 740 ■ 

97 780 


97.760 

97 730 

2163 

19862 

■ 1MB MONTH E0R0TBI RXTUftfS QJFH) YlOOte pOWIs rf 100ft 




Op* 

S0aprta» 

Change 

MOD 

Low 

E* Kt 

0pm bit 

Sep 


g9g 

•004 



0 

Ai 

Dec 


9923 

•004 



0 

n It 

Kk 


9924 

•004 



0 

nt 

* UW aam ta nfta ta apt 






■ IMS M0N1H BM0 HTTORES (UFFO Ectllm poada el 100ft 




Open 

Sen pace 

Oange 

w> 

LOW 

Eft vet 

Open hl 

Sep 

95000 

iKQfiri 

-0020 

BSSOO 

95000 

350 

17141 

Dec 

96.190 

90.190 

0030 

96195 

96190 

145 

7593 

Mar 

96200 

96200 

-0020 

96205 

96200 

145 

4778 

Ate 

86.110 

96120 

0010 

9X115 

86110 

116 

1975 

■ 8nouR6 ornoNS xjhc lioodbi pakia c* 100% 




SMB 















PHce 

Sep 

Dec 


ta 

Sep 

Dec 

ta 

fiSTB 

0085 




0060 



bssoo 

0040 

0075 

0720 

0.160 i 

3005 

aoro 

BBS 

0020 




0265 




» M ta on 11793 m 1372 Mm IglMItM 117112 ta 130527 


CROSS RATES AND DERIVATIVES 


Dnmaric 

Rant 

Germany 


ta* 

NetoMds » 
Itoa^r 
Paros* 

Spam 
SmmIm 
SMtai 
IK 

Canta 
USA 
Japan 
Ecu 


MGE CROSS RATES 

12 Bfr OKr ffr 

DM 

K 

L 

n 

m 

• S» 

ta • 

ta 

ta 

E 

C6 

S 

T 

‘ Eca 

(BRJ 

100 

W.47 

1025 

4049 

1034 

4783 

5067 

2005 

4962 

4110 

2209 

<051 

1077 

<142 

2732 

3080 

2358 

m 

5X15 

10 

8002 

2626 

1047 

2590 

2961 

11.19 

26X7 

P 99 

1108 

2.194 

0008 

2243 

1.480 

2180 

1031 

m 

6103 

1106 

10 

2983 

1.190 

2943 

3064 

12J1 

3050 

2532 

1309 

2392 

.1032 

2048 

1.681 

2453 

1012 

m ■ 

20.62 

3008 

1352 

1 

0899 

96X5 

1-127 

a yen 

1020 

8407 

.4056 

0836 

0046 

0054 

0563 

8227 

0007 

pq 

51 JI 

9-548 

0404 

2507 

■ 1 

2473 

20Z7 

1008 

25X5 

2120 

1132 

2086 

1867 

2142 

1313 

2060 

1071 

w 

2091 

0286 

0340 

0101 

0040 

100 

0114. 

0482 

1037 

8003 

0462 

0065 

0095 

0087 

0057 

8340 

0051 


1629 

307? 

2973 

0887 

0354 

8750 

1 

1778 

9078 

7527 

<041 

0.741 

0307 

0758 

0000 

7207 

0450 


4X41 

8040 

.7069 

2348 

0036 

2316 

2047 

10 

2402 

1002 

10JQ 

1061 

0012 

'2005 

1023 

193.1 

1.190 

l ESJ 

20.15 

3J21 

3L278 

0977 

0390 

9640 

1.102 

<163 

100 

8203 

<452 

0816 

0038 

0835 

0051 

8009 

0395 

(Pla) 

2400 

4.487 

1950 

1.178 

0470 

1162 

1028 

5019 

1200 

100 

5L368 

0064 

0408 

1006 

0.664 

9604 

0097 

PKO 

4627 

X35B 

7068 

2.195 

0075 

2165 

2475 

9050 

22X0 

I860 

10 

103* 

0799 

1075 

1.287 

1806 

1.113 

Pft) 

2408 

4JSS8 

4012 

1.197 

0477 

1181 

1050 

5099 

1220 

1010 

SL453 

1 ’ 

6314 

1022 

0674 

9837 

0007 


5903 

1101 

9092 

2092 

1.153 

2852 

3260 

1202 

2960 

2453 

1117 

2316 

1 

2370 

1029 

2370 

1366 

(TO 

24.15 

X4S0 

1325 

1.171 

0467 

1155 

1020 

067 

1190 

9036. 

5334 

0078 

0406 

1 

0060 

9601 

0393 

s 

3600 

6759 

5049 

1.775 

0.708 

1751 

2001 

7060 

1810 

1508 

8005 

1383 

0014 

1016 

1 

14X0 

0000 

w 

2SD7 

4029 

4074 

1216 

0485 

7199 

1070 

5178 

124.4 

1032 

5038 

1-018 

0420 

1.038 

0085 

100 

0616 


4008 

7013 

6013 

1073 

0787 

1946 

2224 . 

&4D3 

2010 

167.4 

8087 

1048 

0882 

1.685 

1,112 

1620 

1 


Dtai Bta Rta fan taata l»w. ■< Staa Ban jx Hk I*. Ua ta 

M tHWBK RJICRES PM) OH 125000 px DU ' . ■ ' 


takpum 


■ jnwaBE'ianniattpB^rmxeapgrtaiiio 



Ota 

(tat 

atm 

HWi 

law 

Eft art 

Op* ML 


Ota 

imm 

□■age 

«9H 

Lea 

Eft Ml 

Ota * 

Sep 

05680 

turn 

•00092 

00657 

03845 

26006 

102283 

s» 

00819 

QJ002 

+0.0053 

00 ms 

00810 

20381 

144007 

Dec 

05683 

asm 

+O0Q23 

00683 

X5679 

119 

830 

Dec 

06890 

00092 

•00064 

07025 

00800 

2S1 

3032 

ta 

05810 ' 

- 

- 



- 

70 

ta 

. 07095 

07095 

•00068 

07095 

07003 

8 

1017 


■ SWISS franc Ftfnmes 0*09 5 Fr 125 J 00 par 5 ft 


■ SiaUNE RmOB pax £62000 par f 


Sap 

00738 00761 

*00023 

asm XB124 

12285 

62740. 

Sep ■ 

10296 

10270 

-00010 

10306 

10248 

7023 

40016 

(fee 

0.6826 

+00925 

06828 

.37 

SB : 

Dec 

10190 

10166 

-00022 

10218 

10160 

163 

973 

Mar 

00661 



•5 

‘ 16 

ta 

- 

101S 

- 

10140 

10100 

5 

5 


UK INTEREST RATES 


LONDON MONEY RATES 

Aug tz 0 w- 7 tfi* 


EMS HJR0PEAN CURRENCY UNIT RATES 

Dag 12 6a can. Me Cboose *■*/- ban % 

ana ' aptaEa cn an can. nie 


Ofe. 

M. 


On 


TM 


fit c 


One 




- nrOca 

• monte 

team 

mafia 

. YB* 

Hrfl 

ftta 

fatapi 

Drank 

Trines 

Mertnoktafag 
SMngCOl 
Iteeuy BBs 
Bank Efe 

7?-4 

7ft 

- 7ft 

7i-7ft 
7I-7S 
7ft -7ft 
7J-7H 

7|-71 
7I-7» 
7ft -7ft 

78-7| 

7|-7ft 

7H-7ft 

7B-7ft 

7ft -7» 

Ucal Btatqr dapx 

7H-7 

7ft 

-71 

7* -71 

7ft - 7ft 

7ft -7» 

7! - 7ft 

Batata 

ONcoBBt Itatal Aw 

7M-7H 

7» 

-7H 

■ 

7ft- 

* 

* # 



067000 

0096244 

195701 

168020 


UK 


1 tarring Me 73i per cad tan An *> 3S9B 

Ik » 1 1-3 3-8 

nsBr raontt 


ft9 


Certs oi T« dip. (tiOttOOCQ 


X25 


R25 



704257 

XB3U6 

400844 

107738 

130119 

801125 

X227BB 


KnoaitaGe 

0K 0053644 


827077 

0783646 

194 X 56 

16X946 

201097 

7.49244 

659603 

405629 

106704 

130396 

506077 

2017*1 


•taaas 

-0000832 

-249 

-0007 

-0272 

-001608 

-000644 

-00518 

-00025 

-00179 

-000799 

-000261 


-039 

-158 

-007 

-079 

-009 

-056 

-056 

-054 

-052 

-052 

-051 

-045 


0681257 40005868 

■Ml 


402 


80S 

1.15 

042 

051 

024 

001 

010 

009 

007 

007 

005 

000 


-448 


■ THREE MOWTH STRUNG RTTUKS QlffQ gfflgOOO ptete 100% 


E£.aM«ite!jT»*a 

tefa» natal tag* 

anta <4 at oranm aata on ta a tekuinatata 


OpV 


sen 

Dec 

MX 

Jon 

S«P 



EZTj 










E 1 i 










u>m 

|i m 

■ I 'M 

■ 7 TF 7 S 





■TV 




gr r . .ta 

E’li'iW 

I ■ >' K 

■ ‘M 

h ■+:..* 








pR h U 

E^V-.K 

ili'.vf J 

■'Vr-i'fa 


5 iiLJ 








KLl 


» ata «n «. te M tem« M m te MMta 

«WfSn 9 g 0 (BO«TOg||UHggBOa»g*< ,<ltl W* 


Price 


CU10 

Dee 

0290 


32375 


92750 

62875 

Ek.*L 


9 W 

OL 100 
0030 

0005 0125 

0 

0 0455 

0 


ms 

Dec 

0470 


Man wvateL CkkM ta « . ta. terti own te- Ctft 100 taiasn 
■ nUDBlW SE D-HASKJS OfTWS DMB 2 JOO (t per DU) 


tear ■ Sap 

0525 0430 

MBS 

0340 0185 . 0105 

0305- 

0.195 0430 QMS 

USB 


0075 

0140 

02*5' 


seta 

Pika 

0565 


CALLS 

B*P 


M 


**) 

Mt 

069 101 101 

0^85 . 030. 008 100 

M» (ta «*. M'S* »i« 0 . ta ta»«ta te. Oka Sta ta 1114a 



ta C* TUBE ta 17390 Marts ta* ta *L ,ttfa6B676 9m VBl 


■ TORE BOTH SDRODOILtt 6U0 Sin potteeMDOX 


base lending rates 


Adam* Cental 750 
ASM) bSab Bank (GB) 730 
WfemyAnofaachar 700 
Banco BMP Vtaajn 700 
BankofQipnx 70D 
Borkofhrtend 700 
BartertlncCa ■ 730 
ta*d Satan* '700. 
BteOkyaBar* .’700 

WBkrtUd&rt TS 0 
•Bmaaktar&CbUi 700 
CUnnkNA 700 

OydMtaieB** • ' 7£ ° 

Tho Cocpatalre 0W*70O 

OmAiSCO 7S> 
OypivsPop Jarflte* 700 
DnonLateb 


700 


StarTittetlintal 836. 
RnancHXOanBteA ODD 
•Rctwl Han*TB & Co 700 
KafafeBteftAQ Zita* 700 
«Huita«6ank . 730 

Hac»Wa& Ota hr 01750 

C.HDaraaOo 750 
Hor«kene&awwta730 
jnwafec Barfs {10QLHO0O 
Jikan HcdQ* Bank 700 
« jn pgUJnierfl«9M70O 
LtoydsBenk -■ 730 

UtandBnk .. 733 

HaMaatnanWar 73) 
aMBnCva 700 
HojrfBkolSeoMd 73) 
Scofirt) Wtt«rt Bar* 73) 
•Shgar&PiMtantar731 


teOaWiBWMnnafln • 700 
Sun Bank . 700 

IBB. 700 

Untari Bvikrf KumX. 700 
Uofey Tote Bank Pic 700 
WWaawaytAMta .700 
Y u ituffb e D ark 730 

• Martinet tendon 
. bsasnani Berfenp 



Ota 

las 

“mi 

m 

low 

EX an 

Open H. 

Sep- 

BOS 

MSS 

•003 

0 X 38 

0403 

31 027 

448.763 

Dec • 

- MS 

- M 0 S 

•003 

9431 

0404 

46095 

»038 

ta 

9 X 44 

9437 

+C 03 

9400 

9433 

G 65 P 3 

388,079 

H DSTBaSMT Mi. RRVSPM? Site per TOOK 




fap 

95 XS 

9509 

_ 

9509 

9906 

529 

4.436 

Dee - 

9520 

- B «0 

+O 01 

wen . 

axis 

44 

273 

ta 

- 

B 5 . 1 B 

+003 

- ■ 

- 

. 1 

12 

M Op* 

1 1 XII 1 w 





11 ..li-.i'nLi.ru 












race 


Sap 

W Dec 

fa 

Sep 

Oet 

(fee 

96331 

pratr 

0.100 


0005 

. CUM 



wean 

0010 . 

0015 

0010 0015 

. 0.050 

0055 

0235 

0240 

sees 

0 

turn 


WE$ 

0.170 



56750 

0 

. 0 

0005 HOT.. . 0280 

0290 

0380 

0380 


.is. ml ta dta um tai «7. mm «g% «» bL ta aam ta aunt 
■ BMP SWISS RWCOPIWCOffeSft 1m pelnarf TOPS 


seta 

Price. 


CALLS 

Sep a Ok M. . Sep 
0460 <1060 oj» ana 

araa' 0205 

ota sob m 2 ftgn m **- Ota ssafe ta bim 


98335 
Bk. wi ta 


PUTS 

Sk 

03 T 9 


0.425 


LEGAL NOTICES 


APOUJOMSPUW EQUIPMENT 
LOUTH) 


W 


B8BWBGW 


mar. Umr t-. Ia»i * 

SrpMta W16 ji lu Jfta ak» r*» fnm «t 
to»akk akiiw w'taAiw »4 

Hm|a*iMkiifiidknMMgi 
kr orfa n wtekita ip. ■ 49— « la kwi' 

Cotaw akw (too a* ktofllraart 4 » M 
kteBMakapMa Maai 
(JMtelka 
i*a»na 


DC NaIKTUU. llABiaNMW W. 
Rti Pws. U0O90O9JM - 306*; - 
NoiaOn tamkilHl 
OPTIONAL £ 4 X 13 REDEMPTION 
ONSEPTEWKESLlta* 
Aiartfaf k Too* ite Cote h H«« <r 
c.’Etefr 


CcNa 


LN.V.M 

ItatSotefrtlBMaatar 


Buredf V gocto Arpnuri«.S.L 


To advertise your 


Commercial 

Property 


And reach 52,000 property 

decision makers. 

Contact 
Tina McGorman 
+44 0171 873 3252 

Fax +44 0171 873 3098 

BMRC 95. 


DBM 300000000 

COFINOGA 

Floatiflg Bale Kotaadne 9001 
T«r lit pnkd trra iapm IX 1998 to 
Sorarivr IS. U98 tte Ndet d c*n7 aa 
ntM no rf i OSS/i par aamw mk 
m JUitt l aw of DEXSX4I pte 
ICNVUM) tad of PEMSOLK prr HEW 
lUUkONou. 

79e tckrac naia pfiuim Mt afil bp 
SamierlLISM. 


It 

Bamoue RUIEA5 


St- George Bank limited 

kUMium 


U 3 0 > 00000000 

■cNoamdoa I 99 S 
R» tee tame a w a ta i IZtfa Aw n . 1948 
an OhNwiata. itaewNacawOlcaRy 
■ «*M M of MJ7546 per annwa 
ante » ww te mcna US. SM9.IB 
per US. 510000 Nor rod U0 SI091 31 
pt V^ S IOBflOO Haw, pnytetr « Ufc 

LM—tea l >1 l a Snak fir i a 

IOtaAata.M 8 *UBS 


cooinin 

taWadteni. Pft Bn» HC.I ttaL 
ia«iU4UlNan 

tjc * 472 : 0 ) MM 

WHIT Of SCMMOVS ID APPEAR IN MAW rSOOUNNCS BERKf (Htl? SHttmoSlO 

cm’ contn KCAff no •jwwius b«i 

rtaasiO. N\q«w d Aarnkna Niajrr AS. Sastalmrra 114) c. PMMCt Ckki 

Coour! Ut ta Rawia- AJm «oc Km 1b«ia m dir |mua ,4 b «W ta»]« Swt T^dwe. 
Hwlnn VITkikE TlLPOBm (kW^K.I-OlIMM* 


Hjabn Vtr>p»r I 

Drtebm. 

1 JrtaSn^krBX1ao.Nc% VtebWilrv. 

Awnta 

2 Whs D Sctatr. Noata USA 
A kphaHwkwk.Marl 5 A 

4 CVnaBBb3T.TpuB.-UkA 

5 KlwanHtlAXWitlSjajFf drBorci. 

Cukaniu 

► 11k Char Mxdsm Bank. 

VACksBOuiLcaSoS ACCOM. 

BonacmudLUK 

7 Tbe C 3 *ht MntaiBi Dak (Vn K« 
Ten Araan BmnnA. IK 
k Ibr CUbk MWu B«rt. Ctam 

AuaKW.IV.'icBcTOta.l'K 

9 fVffrAiUenMLEMter.DnMiBk 
W OleKiwoaNibieB 
II BraVaJN.tanani 
12. )*.•£*' ^ 'fcera.Td- AAn.lmcl 
P Ekb SmUmv 
14 tow-rttecfattOiikilKitatK 
l> BoV K*Betn*t 
lh EbcCKta3.Ni* ksci USA 
|7 Ebb EMail Ltew. Sartra 
ilk Rrsw tun- Stankoi Gentian 
rv Uantel M lomcBin. Scadaal 
31 MunUhcn 

21 anCBAeBRwCleanf! AG. 

KodcadepeLlGX'.hwAMa an Mml 


22 Gan HlcudBVIrtliita.l'K 
2V CwfXieetaik Wicgvul. Sunn, Fnacr 
N 1ta.4iteULiLB.-AStai 
2S Elk Aaten am. Bdtaftan. WA. 
USA 

2d SaftnHwt. Known. Tkv*. USA 


VnOft-ra SearuFoeKT 
29 kOim UwM Sno lOnk 
NeJlVAfSA 

29 EidLBeu AiiernnJ. Swats 
SX AaOteBUeVW.rVoBiirtA.SpoB 
.*1. KnWtoMJVt BietaWA Spam 
2. Maputo Uctat. Batxksa. fipaa 
3 ! And SmkMnl (Uidui 
Sinks 

» Hwc NitafB. KnALe Mew. Brlpwa 
TJ-NibS SOBCIFta t hit 

3B. Hub Hawn BwgUA. UiaW 
W. HjdaO l«T^«at*n.Cjo*nd» 
SnBffvPVlSA 

Ik Sine StrenBa* ATnwCn Bfimn, 
VA.USA 

.*>. Ate Donl LKtc. Bdpa 
® Katen X kuc Kuraom Amaii 
fleteim 

41. P(tteicJi*tan.U«haa. Bcfeatw 
42 McmilYadiACatK-GUte 
SnodOpx*m. Jcm) Cay.W. 
ISA 

43. Cobak SA. MjBaurci' 2TC . 

Vk 104 .m;Ka 

« D^taN.ClAAGa>£iMAfcw. 

Ne» Vak.Nlll'SA 
J3 InG«b*h Ltnkn 5W1. fK 
4k haatel'RLaL.latenEl W1S.1X 
flg tea iMgkltaalLB 
Sacpcu GeraaDt 
*. taMUt Ltaalorf.cz. 

TUorMaLGraan' . 
k SuCdCCaiokfiaikfogcr. 


Nl MaeaGonrty Into t> ai plY„ 
Bnadklekte 

31. Odd BaaL. Lwcrtuare. LianidmaE 
32 .UnSaGnrtCcMNarttaU. 

Stmfl6.l!SA 


lunar of Oram B I nrln « M . Cuw B. 
PSA 

34. Mw^<aXEVanBs.Bwnfe.n.NI. 

USA 

M kdny taw UwwI ma B 

WA 

Na.DaBuInd.Bmwa.NI.IISA 

57 GcHlKiBKni.Bnacn.N1.USA 

5S Giro 1 WM.AibVto.NI, USA 
n. lap:lKAIkn.1nB.1SA 
(A kxqih AadnrCand, AirtcmCA. 
USA 

61- KatenTtnt COngm. Jcncv C*>. 

N1USA 

hi ABN Anna Bote. Coprtap*. 
ncaoat 

tt. BMAAacftUjTn ten tanal Bok. 

CfctagaDmok 

N ItenkAX O g atata t kl * 

65 Den (MBOaBaAA&iM. fink. 
AiTiUta ItetoJ. Cirritay. 
ftanat 

(ta HniHgiUMUnglnptei. 

GofcAkSmnaM 
C 7 KrtnXdai.MaHBNI. 

Ke» Sate Wkei, Aatetaa 
tea afattamlWi Ei ntai.lnai.il. 

&Mibi.Mte 
W. CmtaHik Btebmxet* Vlngo. 

Ann 

00 NmMI^hdAcdalnnDBhaiL 
AAkAMa Edwfn 
rr.MMDjteklrtekjHDyMd.AjjB 
AktaEdoga 

ItK fkMdT kai m4«te te Brim Or 
BMnd> ttemfnlkoned ASA. IVomi 
fanhm Mtamd M beddmlninia 
pmsta rflteta omy teain. Da 
rttee rt ok item w* he Bad fcy Be ana. 
Stace Btau bn poatek at nta men 
wfeitadrtmtate. onlnrteta km «nB be 
vffcrtcd iBkr Seuik III oftitHm&kv 
iNcTBvjan tan ol lump AeiL 
WtallikihakukanaikiMi 
baa icnedis tena, Bk detodmae 
mated la pioaau late, — A-^ — 
of *cn aataenteMdauflCManten 
dm. -Ocifcfcatai 0^ affiy k> Aeihoi 
& caAfla(9<4XewiA 
ItrikMnndaanandBMan 
We BnapMcataciMDn GbLifamkii 
unialXWite IDlhScjateki IWi 

rapra»O>aCaiita*aNa30«itrOito 

«Mcfa> (CktoOntenex CJ. Hatean ttan 
4.N411M OilQ. Ncita- 

SteaUaay'Mcateni M ndwan pf m 
otau ai ikfeal tee itaa tan or Ite 

nap(Ksnauk l taecM«teQ3id> Oe 

tar id Wetter by tnmel rater Inn,* 
tecaataHcrridMa. 
Dda4niWlMikiinvdajcan 
KWnl k mfegocat aQJa Nanw. 
•6" beatatamllyto Nncpn 


tW>ft>rftftslni 56 . 103 % TO 8 
X«jBGaif|iqn> 

Cdi Can Jalir 















22 



FINANCIAL TIMES THURSDAY AUGUST 1 3 I9#R 


COMMODITIES & AGRICULTURE 


Sumitomo offers to settle New York suits 


By Nikki Tait in Chicago and 
Kaaneffa Gowflog In London 


Sumitomo Corporation, the 
Japanese trading group, took 
another big step yesterday 
towards wiping the slate 

clean after the copper mar- 
ket fraud committed by 
Yasuo Hamanaka, its chief 
trader. It agreed to pay S89m 
to settle six class action law- 
suits filed in New York. 

The proposed arranges 
ment. which is subject to 
court approval, comes three 


months after Sumitomo 
agreed to pay S13am to settle 
claims by market regulators 
in the US and the UK. 

The Si25m One paid to the 
US Commodity Futures 
Trading Commission was the 
largest dvfl penalty imposed 
by any US- regulatory agency 
and the $8m paid to the UK's 
Financial Services Authority 

was also unprecedented. 

S umito mo, which claims 
Mr Hamanaka's unauthor- 
ised trading in the mid-1990s 
cost it $2.6bn. stSl faces class 


action suits filed in Califor- 
nian courts. It said yesterday 
it was “still negotiating with 
the Californian parties'' and 
would offer no Anther com- 
ment. 

Sumitomo said that, in 
spite of the proposed settle- 
ment of the New York class 
actions, it vigorously denied 
the plaintiff's allegations 
and did not admit any 
wrongdoing or liability. 

The New York class action 
suits were brought against 
Sumitomo on behalf of all 


parties who traded copper 
futures or options on Comex, 
part of the New York Mer- 
cantile Exchange, between 
June 24 1993 and June 15 
1996. 

A portion of the settlement 
sum - S18m - will come 
from a $25m restitution fund 
Sumitomo set up in the US 
in May. so the net additional 
cost to the Japanese group is 
about $810. The settlement 
approval process is likely to 
take several months. 

Sumitomo said the New 


York settlement would have 
“no material impact" on Its 
1996-99 financial results. 

In March, Mr Hamanaka 
was smtenced by a Tokyo 
judge to eight years in 
prison for fraud ami forgery. 

Sumitomo has filed civil 
and criminal co mplaints 
against Mr Hamanaka, and 
Kenjl Miyahara, president, 
said yesterday: “We will con- 
tinue to seek recovery from 
anyone who assisted Mr 
Hamanaka in defrauding the 
company." 


Regulates ® both skies 
of the Atlantic said fix May 
they were continuing inves- 
tigations into otha- compa- 
nies that might have been 
involved In the copper mar- 
ket scandal 

lu its detailed explanation 
of bow and why Mr Haman- 
aka manipula ted the interna- 
tional copper market, the 
CFTC said the Japanese 
trade- joined forces with a 
newly-formed New York 
merchant to push copper 
prices artifktiafly high. 



Oil sees return 
to stability 


Prices hit 
by big 
US crop 
forecasts 

By Kidd Tad in Chicago 


US grain and oilseed prices 
fell yesterday after the US 
Department of Agriculture's 
monthly crop progress 
report indicated that the 
nation could expect record 
soyabean production this 
year, and the second biggest 
nrniw crop. 

Despite the maverick 
weather conditions in some 
parts of tiie country. USDA 
forecast soyabean produc- 
tion at 2.82bn bushels, a 
record high- This was virtu- 
ally unchanged from the pre- 
vious estimate of $2.83bn 
bushels, and would beat the 
1997-98 production figures, 
already at high levels, of 
2.77bn bushels. 

Moreover, many analysts 
suspect the recent weather 
conditions in key growing 
areas of the Midwest, cou- 
pled with some fairly benign 
forecasts, have already made 
the USDA soyabean esti- 
mates overly cautious. 

“I think it’s lower than 
well end up with at the end 
of the year," suggested Brian 
Scott, from RJ - . O'Brien, at a 
Chicago Board of Trade 
briefing yesterday. 

Corn - or maize - produc- 
tion, meanwhile, is now esti- 


mated at 9.59bn bushels. 
This is below the previous 
forecast of 9.62bn bushels, 
but up 2 per cent on last 
year’s 9.37bn bushels and 3 
per cent higher than in 1996. 

Even on the wheat side, 
where plantings were 
reduced this year because of 
low prices, total production 
is put at 255bn bushels, l 
per cent higher than in 1997. 

USDA said that while rain 
early in July added to the 
problem of saturated fields 
to the east and south of the 
com belt, the weather in the 
main grain-growing areas 
had been favourable. 


The Pacific north-west also 
had “ideal” conditions, and 
although the' cool tempera- 
tures in California delayed 
crop growth early on, this 
picked up later in July. 

By contrast, parts of the 
south suffered from drought 
and extreme heat. In crop 
production terms, this was 
most noticeable on the cot- 
ton front, where USDA is 
forecasting a 24 per cent 
drop in output this year to 
about 14An bales. 

It said irrigated fields in 
Texas, which suffered the 
worst of the heat, were 
“showing good progress'*. 


but about 40 per cent of the 
total acreage is in “very poor 
to poor” condition. 

The USDA report was 
much as analysts bad pre- 
dicted but it did nothing to 
dispel the bearish sentiment 
that has hung over grain 
and oilseed prices, as pros- 
pects of s tro n g US produc- 
tion have coincided with a 
good European harvest 

At midday, the September 
com futures contract cm the 
Chicago Board of Trade was 
4 cents lower at $2.10 a 
bushel. September soya- 
beans were down by almost 
9 cents, at 25J542 a bushel. 




By Paul Sohnan aad agendes 


Reports that US gasoline 
stocks had ftflwi amt that 
Venezuela had cut its crude 
production helped world o B 
prices rebound from 10-year 
lows reached cm Tuesday. 

US gasoline inventories 
fell by a highur than expec- 
ted 4m barrels to asm in the 
week ending August 7. 
though they remained 24m 
barrels higher than at the 
same time last year. 

However, traders attri- 
buted yesterday's higher 
prices to a general return to 
stability on the world’s capi- 
tal markets rather than any 
improvement in oil market 

f nnHampntalc 

The benchmark Brent 
blend for September delivery 
was S1L91 a band in late 
trading an London's Interna- 
tional Petroleum Exchange, 
compared with Tuesday’s 
dose of $1L78- 

Gold was fixed at $2K105 
an ounce in Ti O n dnw J com- 
pared with the morning fix 
of $285.50. Poland's central 
bank increased its gold 
reserves by 2.4m ounces, or 
745 tonnes , in May, accord- 
ing to figures fr om the Inter: 
n a ti onal Monetary Fund. 

On the London Metal 
Exchange, nickel managed 
to recover from Tuesday's 


4Yi-year low to finish $80 
higher at £4450 a tonne. 
Other base metals were 
range-bound. 

Also yestsday, the Boliv- 
ian government said a signif- 
icant natural gas s>m had 
been discovered in the 
southern part of the country 
that would help satisfy 
exports to Brazil. The gov- ' 
erament said the San 
Alberto X field bad r eserves 
of UXXJbn cubic feet of natu- 
ral gas a day and would pro- i 
duce 355m cubic feet of nat- | 
ural gas a day. 

The fields are owned by 
Petrohras Bolivia, Petrolera 
Andina and Total Explora- 
tion Bolivia. Petrobras is 
owned by the Brazilian state 
oil company. 

The reserves were found 
after eight months of explo- 
ration and an investment of 
$20m. The fields are located 
in south&n Bolivia near the 
border with Argentina. 

With this find, the govern- 
ment is assured sufficient 
gas to feed into the pipeline 
that is being built between 
Bolivia and Brazil and is 
ex pe c ted to go into produc- 
tion early next year. 

The 1300 mile pipeline, 
be ginning in Santa Cruz, 
Bolivia and ending In the 
Brazilian state of Rk> Grande 
do Sul, is expected to cost 
$l5bn and should move 30m 
cubic metres of gas a day. 


NEWS DIGEST 


INDONESIAN MININS 

Strike shuts Grasberg 
gold and copper facility 

The worths largest gold arid cop^nirve^ ff&ZL 
because of a strfc* by part of 

sian affiliate of US group Freeport 7 a™ 

Goto, which runs the mine, said 

workers had walked off the job on Tuesday. 

are mostiy contract labourers in non-nvnmg operations. 

such as offices and transport 

Management at the Grasberg mine, 
part of Irian Jay* 2.000 mites from Jakarta, ^ dowm u» 
min shortfy afterwards but the company inseiod 
was sufficient to maintain ore shipments at ptann^»vw9. 
The company would not give details on negotiations with 
the workers. Antara, the Indonesian state news f9^y* 
reported that workers wanted a pay increase but thecoro- 
pany sad their mate demand was obtaining employee sta- 
tus and the perks, that entailed. 

A Slbn expansion at the Grasberg mine has boosted 
throughput capacity of ore from 125.000 tonnes a tiayro 
160.000 tonnes a day, but a dump in copper and goto 
prices has forced the company to reduce output. Freeport 
warned of afaS in profits for this year and Standard & 
Poor's downgraded its bonds. The rating agency also 
cited increased political risk; as the mine is partially owned 
by forma 1 president Suharto, his eldest son and a close 
associate. 

The work stoppage comes in the wake of a withdrawal 
of 272 troops from the area but the company denied sug- 
gestions cf a Hnk. te other parts of tefonesia, the nuWary 

has tended to interfere era labour disputes on the employ- 
ers' behalf and Freeport has been accused of hiring soi- 


SILVHt 

Speculators switch from gold 

More evidence that precious metals speculators are turn- 
ing their attention to silver rather than gold was provided 
yesterday by London Bullion Market Association statistics. 
These showed the value of daily gold turnover in July in 
London, the international settlement centre tor gold bullion, 
fed to $85bn, the lowest since the LBMA started to codec! 
st a tistics in October 1996. This was nearly 27 per cent 
down from the daily average of $i2bn in July lost year and 
nearly 14 per cent tower than the average of $10.2bn seen 
In June 1998. 

However, the daily volume of gold transferred, at 30m 
troy ounces, was not foe lowest on record - only 27.5m 
ounces a day ware transferr e d in October 1996 and only 
29.8m in December that year. Nevertheless, foe July total 
was 19 per cent below foe 37m ounces transferred each 
day in July 1997 and 14 per cent below foe 35m ounces 
recorded for June this year. 

Meanwhile, silver volumes recovered from depressed 
June levels, showing a 7 per cent increase from 2 1 7.9m to 
2335m ounces a day. This was nearly 14 per cent below 
the 270.6m ounces for July last year, however. The value 
of silver tran s fe rr e d dafy rose to $1-3bn, from $1.1 bn in 
June and $13bn in July 1997. Kenneth Gooding 
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BASE METALS 
LONDON METAL EXCHANGE 
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PRECIOUS METALS 
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jCROSSWORD 

NoT 9,750 Set by ARMONfE 



it 


ACROSS 

l Rummage around for 
article in the smithy (6) 

4 About to begin eating dead 
bird (8) 

9 Use oriental maiden’s trick 
(6) 

10 Rest for swimmer having 
captured soldier (8) 

12 Launch has reversing space 
ta Devon (8) 

13 There’s nothing authentic 
about daughter in trouble 
(6) 

15 They say massage is essen- 
tial (4) 

16 Shocking service leads to a 
scowl (7) 

20 List the German channel 
swimmer (7) 

21 Cross over the threshold (4) 

25 Tailor played bridge (6) 

26 Obtaining a provision of 
clothing (8) 

28 Happy to accept pennlt for 
boroe (8) 

29 Important game swings 
back to the toff (6) 

30 A symbolic system or con- 
cept covering volunteers 
(8) 

31 New anchor For the ferry- 
man (6) 

DOWN 

1 Writer could be in the deon 
($ 

2 Sally cultivated pear tree 

3 Dark toilet in rebuilt gym 
(6) < 


5 Nobleman with a yon to 
leave before time (4) 

6 Show mock surprLsc at 
national emblem (81 

7 Fruit remains important (6) 

8 The endless stream ol 
excitement — (6) 

li ....the mountain hit cas- 
cade <7) 

14 Pardon for a woman keep- 
ing a hidcawuv (7) 

17 Outstarc queer Osh <8> 

18 Intimidate me doing with- 
out weapon (8) 

19 It's proper in good French 
seaside resort (8) 

22 Soldier loses love for bat- 
Cifraxe (6) 

23 Non-drinker swallows effec- 
tive medicine cm 

24 Burn most of tlu* grain 
found in school (8) 

27 Extremely old card game 
(4) 

Solution 9,758 
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LONDON STOCK EXCHANGE 


Ferment of figures leaves FTSE 100 floundering 


HSEJMianMB 




MARKETREPORT 

Bjr Peter John 


A big day for data left the 
London equity market wal- 
lowing yesterday. 

Punch-drunk from a heavy 
battering inspired by a tum- 
bling yen and sliding UK 
business confidence, the 
FTSE 100 index staggered 
around with little obvious 
inspiration yesterday. 

Footsie opened up 38 
points and hit Its high of tbe 
day with a rise of 61 to just 
under 5,500 a couple of min- 
utes later. That followed 
Tuesday’s 112-paint fall on 


the Dow Jones Industrial 
Average. 

But the index’s move- 
ments seemed to bear little 
relation to tbe flow of news. 
Footsie suffered an early 
morning reversal, hitting a 
low for the day of 5,403.6. 
down 29.2. despite the latest 
average earnings figures 
showing that growth was 
down to 5 per cent from 5.4 
per cent 

Recovery started after a 
mixed quarterly inflation 
report from the Bank of 
England. The Bank admitted. 
Its projection for the 
short-term course of infla- 
tion was higher than in its 


May report, but it was alive 
to the threat of recession. 

The closing Footsie gain of 
29.4 at 5,462.2 was both a 
“dead cat bounce" according 
to the bears and "a sign of 
healthy resilience" if you 
were one of the bulls. 

Richard Jeffrey, the pessi- 
mistic Charterhouse strate- 
gist. said; "The performance 
of the market, against a rea- 
sonably favourable Euro- 
pean backdrop, has been 
very uncertain and London 
is showing the potential for 
further weakness." 

He said wage inflation 
would remain a problem 
because of tile high level of 


vacancies and since inflation 
remained "worrying". 

However, one senior sales 
trader said Tuesday’s fall 
was not hacked by genuine 
selling pressure and yester- 
day's trading gave cause for 
hope. 

"1 am not saying we have 
seen the worst of it but we 
are not going down in a 
straight ling ami the resis- 
tance levels have proved 
themselves. We bounced 
decisively off 5,400," he said. 

He added that the evi- 
dence of directors buying 
their own company shares. 
cited by the latest Merrill 
Lynch survey, was an 


encouraging M g™! And he 
■aid several fund manages 
had reacted to the yield ratio 
- the relationship between 
bond and equity dividend 
yields and a key pointer to 
asset allocation decisions. 
The ratio feD to its lowest 
level for six years because 
recent rises in gilt prices had 
coincided with sharp falls in 

equities. 

Historically, institutions 
have tended to buy when tbe 
ratio Calls below 2 although 
the equation has been 
skewed by the removal of 
dividend tax credits in last 
year’s Budget. 

Elsewhere in the market. 


the FTSE 250 index rose 11A 
to bat the SmallCap 

was stiD out of favour. It 
shed 8j> to 2*359.7. 

There was some rot ati on 
as sectors heavily sold since 
the peak an July 20 were 
bought beds. Chemicals, off 
17 per cent since then, rose 2 
per cent yesterday. 

Turnover at 6pm reached 

833.2m shares with a ctivity 
firmly in favour of the FTSE 
100 because of continuing 
heavy trade in BP and Shell 
Transport following Tues- 
day's news that BP is taking 
over Amoco. Blue-chip 
stocks accounted for 60 per 
cent ct the day’s trade. 
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Retailer 
enjoys 
price rise 

COMPMIJES Rj^ORT 
By Joel KRkzo and Martin Brice 

A fresh wave of bid 
speculation sent Selfridges 
soaring after property group 
British Land acknowledged 
buildin g up a 3.1 per cent 
stake in the UK retailer. 

The shares jumped 17 to 
221 ftp, makin g it one of the 
best performers in the FTSE 
250. However, the view from 
several analysts was that 
British Land had made the 
move as a way of getting 
into what it saw as an 
undervalued property asset 

Nick Bubb at SG Securi- 
ties said: "British Land has 
the fire power to make a bid 
for this group. Their man- 
agement is very shrewd, but 
I think this stake is no more 
than a trade investment." 

Selfridges was demerged 
from Sears on July 20 and 
moved strongly ahead on 
takeover talk. The stock sur- 
rendered most of those gains 
in the recent malaise over 
the retail sector. 

Mr Bubb believes tbe 
shares are overvalued and 
suggested investors should 
view the renewed strength 
as a selling opportunity. 

British Land shares were 
In demand yesterday, hard- 
ening 6 to 566p while Sears 
improved 3% to 203p. 

Charter, which has suf- 


ficed with many of its peer 
group from fears of Asian 
turbulence and the strength 
of sterling, bounced off its 
52-week low as it rose 8ft to 
STOftp. 

Interest was increased by 
the realisation that the weld- 
ing and rail-track equipment 
maker, had received an 
approach for its specialised 
engineering division. 

The company is in its 
closed season ahead of the 
release of interim figures on 
September 8. However, 
sources said an offer of 
about £240m was made and 
subsequently rebuffed. 

One analyst said: "The 
shares look exceptionally 


cheap by any yardstick." 
However, he added that 
investors do not yet know 
how Charter, which has 
reshaped itself in recent 
years, will trade in its new 
shape during an economic 
downturn. 

Nycomed Amersbam was 
one of the best performing 
FTSE 100 stocks as the mar- 
ket responded to Tuesday's 
first-half figures that were in 
line with expectations. The 
shares gained 19 to 4 Mjl 

SG Securities favours the 
stock, however Dresdner 
Klein wort Benson is cau- 
tious and was reported to 
prefer SmithKUne Beecham 
which closed 3 up at 662p. 
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Shire Pharmaceuticals 
moved strongly ahead gain- 
ing 39ft or 12. 3 per cent to 
362 ftp, after it announced 
interim profits ahead of 
expectations and reassured 
the market about supply 
problems for its drugs for 
hyperactive children. 

Profits earne in at £5.4m 
compared with a loss of 
£41.000 a year earlier. Sales 
also rose sharply. 

The fight for chassis 
maker D ennis continued to 
be a focus. Its shares lost 
some of the premium to the 
bid price offered by May- 
flower. There is uncertainty 
over the level of backing 
that the rival bid from Hea- 
lys would receive from 
Volvo of Sweden. Dennis 
shares, which had risen 
above the 450p offer price 
after Volvo had entered the 
fray, were down lift at 
463ftp, in thin volume. 

Mayflower highlighted 
co m m e nts from Volvo that it 
hart ruled out financial assis- 
tance to Henlys and was not 
interested in increasing its 
stake beyond 10 per cent It 
also said the offer from Hen- 
lys was worth 362p for each 
Dennis share. Mayflower 
were unchanged at 176ftp, 
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while Henlys were down a 
penny to 5G5p. 

A steadier overnight per- 
formance in Asian markets 
helped boost retail banks 
exposed to the region. HSBC 
put on 41 to £1101, with sen- 
timent enhanced by a credit 
Lyonnais Securities "buy" 
reco mmend ation. Standard 
Chartered rose 14 to 607p. 

Tesco in demand 

Solid demand for Tesco 
helped overcome reports of 
sharp profit downgrades. 

Dealers suggested BT Alex 
Brown and Morgan Stanley 
had reduced their current- 
year profits estimate by 
around 2 per cent and the 
following year’s by 4 per 
cent 

However, the shares aided 
the day 1ft ahead at I71ftp 
with 12m having been dealt 
by the dose. 

In the rest of the sector, 
rival Salisbury gained 11 to 
505p, while Asda Group saw 
volume of 20m and put on 5 
to 190p. Safeway stood out as 
the only stock to register a 
decline among the leading 
food retailers. The shares 
gave up 6ft to 334ftp. 

Oil group Lasso was the 
worst performer In the FTSE 
100 as low crude prices 
depressed sentiment in oil- 
related stocks. The shares 
declined 15ft to 200ftp. 

In the rest of the oils, 
strong two-way business in 
BP, which on Tuesday 
announced the takeover of 
US oil giant Amoco, once 
again made it the busiest 


stock of the day. Although 
turnover was down cm Tues- 
day’s total, it had reached a 
respectable 73m by tbe close 
of the session. The shares 
eased a penny to 794p. 

There was also solid busi- 
ness ip ShelL Volume was 
65m as the shares eased ft to 
347p. Burmah foil 22 to 
£1033. 

BSkyB reversed an early 
decline as growing confi- 
dence in the company's abil- 
ity to attract customers out- 
weighed negative sentiment 
The dunes dosed 10ft up at 
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Tbe group reported full- 
year profits of £27lm - down 
from £314m but in line with 
market expectations . - 
prompting a antes of profit 
downgrades. Analysts now 
expect current-year profits of 
between £i90m and £220m. 

Carlton Communications 
foil 23ft to 468p. after Dresd- 
ner KMnwort Benson down- 
graded its recommendation 
to “rednee" from "hdd". 

Rugby was t he wo rst per- 
former in the FTSE 250 as 
the stock fell 6ft to 81p. 
Modi of the fUK was attri- 
buted to a line of L5m 
shares traded at 82 p each 
when the mid-price was B6p. 

Mor pn s fc **»' n . the Small- 
Cap construction group, rose 
14 to 233ftp after strong 
interims. Peel Hunt, bouse 
broker, increased its full- 
year forecast from £8.6m to 

VQ3m 

Datrootech was down 23 at 
60p. The personal computer 
products company warned 
ffs interims would be around 
£23m, and the second half 
no better. Analysts had 
hoped for £Sm. 

Vanx was up 21 at 359ftp 
on a story that it was days 
away from announcing an 
agreed offer at about 415p a 
share. The stock found sup- 
port after the brewer said in 
June it had received an 
approach, but these talks 
broke down. 

Whitbread, seen as a lead- 
ing contender. was 
unchanged at 838p. 
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Yen recovery brings relief to investors 




Investors finally achieved 
some relief from the heavy 
losses experienced in the 
first two days of the week as 
stock markets stabilised yes- 
terday, writes Philip Coggan. 

The key to the change in 
sentiment was the Japanese 
yen which recovered from 
the eight-year low recorded 
on Tuesday after some more 
aggressive noises on inter- 
vention from officials. The 
yen was around Y146 to the 


dollar during late European 
trading. 

Global stock markets took 
some heart from this, as 
they did from the late 
rebound on Wall Street on 

Tuesday. The Dow Jones 
Industrial Average recovered 
from a 250-point deficit at 
lunchtime to close 112 points 
adrift, and continued the 
trend with an opening 60- 
point gain yesterday. 

Asian markets mostly con- 
tinued their losing streak, 
although Hong Kong man- 


aged a gain of more than l 
per cent and Manila was the 
only market to show really 
heavy losses. 

Europe, battered on both 
sides by the US and Asia in 
recent weeks, took a much 
more positive stance. Many 
of the continent's bourses 
jumped 22 per cent, revers- 
ing a good chunk of the pre- 
vious day's declines. 

"Among the world's major 
regions, continental Europe 
stands out as the most Insu- 
lated from the 


crisis in Asia." according 
to Schroder Economics. 
“Europe will not be immune 
from a global slowdown but 
in our view this means 
growth will moderate to 28 
per cent next year from an 
expected rate of 28 per cent 
next year. Not spectacular, 
but still worth a premium in 
a world where growth is a 
scarce commodity." 

A clue to the recent weak* 
ness in stock markets comes 
from USES International, the 
information group, which 


found that at the end of July 
the world forward price- 
earnings ratio was 22, the 

highest figure recorded since 

the company started compil- 
ing data in 2967. 

Twelve-month forward 
earnings expectations 
advanced in an (57 nations 
in July, except the UK and 
Japan. Projected world earn- 
ings gro wth over 12 
was 31 per cent, or 3S per 
cent if Japan is excluded. 

Such aggressive growth 
forecasts, allied to high rat- 


fogs, meant t hat the markets 
were very vulnerable to any 
hint of bad news. 

Since the European and 
US imutels peaked In mid- 
July, the countries which 
have fared w ors t in the cor- 
rection are, predictably. 

markets: T hailan d, 
Malay sia, Mexico, the Philip- 
pines and Brazil. Smaller 
European markets have 
done best - Greece, Belgium, 
Austria and Ireland, where 
losses have been kept In sin- 
gle-digit percentage terms. 


for Philippines 


Dow rallies 
as techs set 
strong pace 


Bargain-hunters boost Dax 


^ERICAS 

Aided by the improved yen, 
calm returned to WaD Street 
and in early trading technol- 
ogy shares provided a firm 
lead, writes John Labate m 
New York. 

"For just one passing day 
there looks to be a little bit 
of stablity in the world," 
said Hugh Johnson, chief 
investment officer at First 
Albany. 

"Today is a follow-through 
from Tuesday's late recov- 
ery, with a lot of portfolio 
manag ers looking at stocks 
trading at attractive levels," 
he said. 

By early afternoon the 
Dow Jones Industrial Aver- 
age was 78.27 higher at 
8841.12, while the Standard 
& Poor’s 500 index rose 12.48 
to 1,081.46. 

But just as Tuesday's sel- 
l-off was felt hardest by 
high-tech and small-com- 
pany shares, those sectors 
gained the most ground in 
early trading yesterday. 

The Nasdaq composite 
surged 30.61, a gain of 1.7 per 
cent, to 1.823-3L The Russell 
2000 of small-cap stocks 
rebounded sharply, gaining 
728 at 407.86. 

For a second day, energy 
shares grabbed the head- 
lines. Shares of MidAmeri- 
can Energy soared more 
than 27 per cent to $25£ on 
CalEnergy's acquisition of 
the company. CalEnergy 
shares shot up 6.6 per cent 
or $1% to t28ft. 

Amoco also continued to 
gain ground, a day after the 
announcement it was being 
taken over by BP. Amoco's 
shares were up another $1% 
to $48 l /«. 

In the Dow, Hewlett- 
Packard rose $l& to $51% 
after CS First Boston began 


coverage with a “buy" rat- 
ing. Sears Roebuck, also 
climbed, up $l& to $47 jj. 
Travelers rose $% to $58% 
after the company said it 
would add $lbn to its stock 
buy-back plan. 

Semiconductor shares 
were up sharply, led by 
Micro Technology which 
gained $3% to $34£. In the 
internet sector, GeoCities 
surged more than 23 per cent 
or $8£ to $46% a day after its 
initial public offering. 

But Adobe Systems, the 
desktop software producer, 
tumbled 14 per cent or $4£ 
to $26% after the company 
lowered expectations for its 
third-quarter results. 

US Treasuries fell back on 
the second of three daily 
auctions. The benchmark 30- 
year bond was down £ at 
106g. yielding 5.635 per cent. 

TORONTO was helped by 
a rally in the Canadian dol- 
lar and the 300 composite 
index gained 15388 or 2.4 per 
cent to 6,466-80. 

The yen's rebound against 
Hie dollar helped the Cana- 
dian dollar off its lows. All 
14 sub-indices were higher, 
led by the heavily weighted 
financial services sector, 
which gained 48 per cent, 
followed by consumer prod- 
ucts, which rose 4-2 per cent 

Bank of Nova Scotia 
gained C$2.65 or 8.7 per cent 
to C$33.20 and the Canadian 
Imperial Bank of Commerce 
added C$180 or 48 per cent 
to C$3685. 

Resource stocks, recently 
hurt by weak Asian demand, 
rebounded, with the gold 
and precious metals index 
up 18 per cent The metals 
and minerals group and the 
oil and gas sectors were also 
higher. Euro-Nevada Mining 
added C$1.05 or 7 per cent to 
C$1580. 


Wall St lifts Sao Paulo 


SAO PAULO followed 
Europe and Wall Street 
higher but the rebound 
remained weak as nervous- 
ness over emerging markets 
persisted. 

The Bovespa index, which 
tumbled 4 per cent on Tues- 
day, rose 95 or l per cent to 
8896. 

TelebrSs, which accounted 
for about half of total trad- 
ing, rose RSI. 60 or 1.4 per 
cent to R$1 15.40. The shares 
lost almost 5 per cent on 


Tuesday. Petrobrts edged 
higher with gains of R$089 
to R$ 19989. 

BUENOS AIRES also 
staged a nervbus rebound 
with the Merval Index up 
8.08 or 1.7 per cent to 497.74. 

Telecom rose 086 pesos or 
4.4 per cent to 6.18 pesos, 
while Indupa, the petro- 
chemical group, gained 0J2 
pesos to 0.63 pesos. 

SANTIAGO edged higher 
with the IPSA index up 15.60 
or 0.4 per cent to 383989. 


EU ROPE 

A wave of bargain-hunting 
allowed FRANKFURT to 
rally strongly from Tues- 
day's three-month low for 
German equities: ~ 

By the close of electronic 
trading the Xetra Dax Index 
was up 10L16 at 588884. The 
day’s high point for the 
benchmark was 5,42588. 

SAP provided the day's 
best turn of speed with the 
software group’s shares ris- 
ing DM97.10 or 98 per cent 
to reverse all the previous 
session’s decline. 

Dresdner Bank, which 
remained sflent in response 
to speculation it planned to 
buy US broker PaineWebber, 
rose DM185 to DM9480. 

Chemical group Henkel 
was well dealt, improving 
DM885 to DM162 and there 
was good activity ln Kar- 
stadt, which ended DM4180 
higher at DM83180 after a 
press report suggested that a 
pooling of big shareholder 
stakes in the retailer could 
lead to a change of control. 

PARIS ended at its high 
for the session with the CAC 
40 index up 99.72 at 3845.70 
on what dealers described as 
"modest bargain-hunting". 

Software leader Cap Gem- 
ini provided the day’s main 
talking point, surging 8.4 per 
cent or FFr72 to FFr925 on a 
combination of stories. 

A takeover bid was said to 
be imminen t and there was 
also talk of “safe haven” 
buying. But the main 
upward drive looked to come 
from speculation that Cap 
Gemini was set to push into 
Germany, Europe's biggest 
IT market, by buying the 
information technology 
activities of Siemens. 

Elsewhere, an upgrade 
from Lehman Brothers to 
outperform sent France Tele- 
com up FFr16. 40 at FFr410. 
Solid first-half sales figures 
got behind Lagard&re, which 
gained FFr789 to FFr24080. 
Saint Gobain rose FFrS4 or 
5.7 pe r cent to FFr994. 

AMSTERDAM made good 
roughly half the decline of 
the two previous sessions 
with the AEX index gaining 
2482 to 1,24980 in spite of 
further weakness at market 


Badroiux 

B stars price m Mm rabautf 



heavyweight Royal Dutch. 

The oil giant came off 
FI 2.40 or 2.6 per cent at 
FI 9180 on concerns about 
tougher industry competi- 
tion once the newly formed 
BP Amoco gets into its 
stride. But sentiment was 
also hit by earnings down- 
grades for this year and 1999 
by a local broker. 

Wolters Kluwer provided 
the day’s sharpest gainer, 
adding FI 2180 or 7 per cent 
at FI 336.60. Aegon rose 
FI 6.60 to FI 182.50. Among 
smaller caps, foods group 
Numico surged FI 2.60 to 
FI 58.50 ahead of today's 
interim results. 

ZURICH dosed higher on 
technical buying followiug 
Tuesday's decline. Blue 
chips recovered across the 
board and the SMI index 
closed up 15980 or 2 per cent 
to 78078. 

UBS gained SFrl4 to 
SFr574 and Credit Suisse 
added SFr6.50 to SFr330. 
Options- related buying pro- 
vided underlying support, 
while speculation that the 
banks may soon settle 
claims from Holocaust vic- 
tims also prompted buying. 

SGS, the inspection group, 
shed SFr42 to SFrl,779. The 
company has been under 
pressure since its profit 
warning last week. CSFB 
has since downgraded the 
stock to “hold" from “buy". 

ABB advanced SFx84 to 
SFri863 with investors 
shrugging off reports of a 
reorganisation. Drugs group 
Roche rose SFr210 to 
SFrl5,300 while Novartis 
added SFI25 to SFr2,413. 


Johannesburg edges higher 


SOUTH AFRICA 


Shares in Johannesburg 
posted a technical rebound, 
with the all share Index up 
29 to 6832.7. 

Strength In Europe and 
WaU Street encouraged buy- 
ing in the afternoon, and the 
financial index rose 28 per 


cent Liberty Life rose 220 
cents to R97, while Investec 
added 300 cents to R228. 

Industrials closed flat 
while gold shares edged 
down 0.6 per cent in spite of 
a slight recovery In gold 
prices. Billiton lost 15 cents 
to R13.15 while De Beers fell 
160 cents to R96.40. 


Tokyo falls despite currency rally 


ASIA PACIFIC 


Despite a rally for the yen 
TOKYO extended Its losing 
streak to eight .days amid 
continuing concern about 
financial companies and the 
economy, writes Alexandra 
Barney from Tokyo. 

The benchmark Nikkei 225 
Average ended 28.02 lower at 
15,378.97 after trading 
between 15,26983 and 
15834.07. Volume was down 
slightly at 426m shares. 
De diners outpaced gainers 
by 723 to 380. 

Sakura Bank was the day’s 
most heavily traded stock, 
dosing down Y8 at Y275. 
Long-Term Credit Bank 
added Y4 at Y42 in spite of a 
debt downgrade by Moody's, 

la recent weeks LTCB has 
been hit by speculation 
about liquidity troubles and 
difficulties In Its merger 
talks with Sumitomo Trust 
Other hanks gained ground. 
Sanwa added Y17 at Y941 
and Sumitomo improved Y9 
to YL120. 

General Sekiyu, which is 
48 per cent owned by US ail 
giant Exxon, tumbled 38 per 
cant to Y503 after Moody's 
rated the company’s debt at 
Baal because of difficult con- 
ditions in the domestic oil 
market 

Japan Energy lost 485 per 
cent to dose at Y132 follow- 


ffew Zealand 

Cap 40 



mg Moody’s confirmation of 
its Ba3 rating, one notch 
above junk bond status. 

Nippon Telephone and 
Telegraph fell 4.4 per cent to 
Yl,120800 after the govern- 
ment said It would sell some 
of its shares in the group. - 

The Topix index of all 
first-section shares lost 688 
to 1,180. In Osaka, the OSE 
shed 75.06 at 16,4638. 

HONG KONG rallied, with 
a better day for the yen and 
softening local money mar , 
kets sparking bargain- 
hunting. 

The Hang Seng index, 
which hit a five-year low on 
Tuesday, ended 7983 or 18 
per cent higher at 6859.48 
although volume remained 
modest at HK585bn. 


HSBC improved HK$2 at 
HK$L57 and HK Electric 
gained HK$1.10 to HK$2I.7D. 
Property stocks stayed dull. 
Sun Hung Kal lost 40 cents 
at HK$22.50 and Cheung 
Kong 50 cents at HKS29.90. 

KUALA LUMPUR gained 
ground with the composite 
index up 7.49. or 28 per cent 
at 342.19. but dealers said 
sentiment remained very 
fragile. 

The ringgit rallied in the 
foreign exchanges, but share 
market volume remained 
weak and foreign Investors 
were said to have stayed net 
sellers. Telekom rose 35 
cents to MS6.45. 

Motors continued to slide. 
Autoindustries shed 29 cents 
to MSI 88 and EON 38 cents 
to M$382. 

WELLINGTON fell to 
within 16 points of its low 
for the year following disap-* 
pointing results from 
Fletcher Group and a down- 
beat annual meeting, at 
Carter Harvey Holt. 

The 40 capital index ended 
off 4088 or 28 per cent at 
185289. Fletcher Energy feu 
25 cents to NZ$4.18 and 
Carter 18 cents to NZ$1. 75. 

SEOUL ignored the yen’s 
rebound with the composite 
index off 580 or 18 per cant 
to 305.35. Selling of blue 
Chips by overseas investors 
outweighed support from 


arbitrage-linked buying. 

Korea ElecLric Power 
closed down Won400 or 2.4 
per cent at Wonl 6,100. Sam- 
sung Electronics also suf- 
fered from overseas selling, 
losing Won650 or L5 per cent 
to Won4l,650. 

Banks were also lower 
with Korea First Bank losing 
Won220 or 12 per cent to 
Wonl, 645 while Seoulbank 
declined Won200 or 12 'pet 
cent to Wonl .480- 

SHENZHEN closed at a 
record low on disappointing 
corporate results, ami the B 
Index fell 2.72 or 58 per cent 
to 50.08. Foreigners were the 
main sellers . 

Wuhan Boiler fell HKI0.07 
to HK$0.64 after it 
announced that first-half net 
profits had fallen 83 per cent 
Bengang Steel was the most 
actively traded stock. losing 
HKS0.06 to HKSQ.74. 

SHANGHAI was also 
depressed by weak corporate 
profits and the the hard cur- 
rency B index closed at a 
record low. The benchmark 
fell 084 or 38 per cent to 
2625. 

Domestic and foreign 
investors sold Zhejiang 
Southeast Electric Power, 
which fen $0,012 or 72 per 
cent at $0,154, while Lqjiazui 
finance and Trade Zone 
.Development retreated $0,012 
or 3.5 per cent to $0831 


MILAN posted a rebound 
amid thin volumes, with the 
MIbtel up 311 or L4 per cent 
to 23015. 

EN1 posted marginal gains 
of L7 to L10.411 in spite of 
the merger between BP and 
Amoco, Sceptical traders do 
not believe the stale-owned 
group is a merger targeL 
Parmalat rose L56 to 
L33.004 after a repent the 
dahy and foods group was in 
t alks to buy Cirio’s milk 
business for LTOObn. 

MADRID managed to 
regain more than half of 
Tuesday's losses, with the 
general index adding 1487 or 
L7 per cent to. 966.78. 

Bargain-hunting of hlne 
chips helped share prices, 
with the worst hit stocks, 
including metals groups, 
posting sharp g a * n *- 
Repsol gained PtaSO to 
Pta7860, hut disappointed 
investors hoping for a strong 


rise following the BP/Amoco 
deal 13m group is Amoco’s 
strategic partner in Trinidad 
ami Tobago. 

Telepzzza gained PtalOO or 
8 per cent to Ptal800 on bar- 

BBV advanced Pta25 to 
Pta28S5 after the company 
said it would invest a total of 
$350m to acquire a 55 per 
cent stake in Chile's BEQF. 

Other banking stocks were 
also higher, with Santander 
up Pta75 to PtaS.740, and 
Argentaria Pta9Q to Pta3J570. 

Acesa gained Pta30 to 
Pta2835 after the company 
said it planned to participate 
in the privatisation of the 
stateowned share of Autos- 
trafle in October. 

STOCKHOLM followed 
other markets in the region 
with toe aU share Index up 
4188 or 18 per cent to 
388789 amid heavy volume. 

Electrolux, the electric 
appliance maker, gained 
SKtfl or 7 per cent to SKrl3& 
Investors continued to buy 
fixe dares, which rallied on 
Tuesday following better- 
thMHHtperted figures. Deut- 
sche Morgan Grenfell and 
r^htnan Brothers upgraded 
the shares. 

The strongest sector was 
pharmaceuticals, with the 
index up 2.4 per cent Astra 
gained SKr4 to SKTZ3880 
while Pharmacia & Upjohn 
added SKi3 to SKr358. 

Witten and edited by Jeffrey 
Brown, Bmfico Teraawo, Peter 
Half and Paid Grogan 


Since the Asian crisis began, 
the Philippines has taken 
comfort from the received 
wisdom that the country is 
In much better shape than 
its beleaguered neighbours. 

That may be true, but eco- 
nomic fundamentals count 
for a lot l ew? than sentiment 
these days and comfort is a 
scarce commodity. 

Yesterday, the bloodbath 
In Manila continued, with 
the composite index sliding 8 
per cent In Intra-day trading 
before down 48 per 

cent at 180780. a fresh 66- 
month low. 

Having motored ahead in 
the first quarter - at one 
point it scared 50 per cent 
from its January low - the 
index now 1nn gi ,khpa 29 per 
cent down on the year. That 
still leaves Manila outper- 
forming many regional 
bourses, down to the levels 
of the late 1980s. 

Most observ e rs blame the 
downturn on the dismal 
regional outlook. But the 
Philippines is also fast losing 
what little lustre it once had 
as the extent of Its own eco- 
nomic downturn becomes 
clearer and investors take 
fright from the new presi- 
dent, Joseph Estrada, the 
populist former movie star. 

"There's now the realisa- 
tion that the worst is still in 
front of us and this Is what 
the market is rapidly dis- 
counting," says Lorenzo 
Llchauoo, head of HSBC 
Securities in Manila. 

The ..brokerage has just 
downgraded its forecast for 
gross domestic product 
growth from plus 0.5 per 
cent to minus 08 per cent 
this year, and from 3 per 
cent to minus 1 per cent In 
1999. 

First-half results of local 
corporates were mixed in the 
extreme. Telecoms giant 
PLOT turned in 59 per cent 
earnings growth while at 
San Miguel, the food and 
brewing leader, net profits 
fell 75 per cent. 

“Results in general were 
probably disappointing for 
the market,” says Alex 
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County, head of research at 
Indosuez W.I. Carr. “And- the 
fact that banks have con- 
tracted their loan portfolio* 
so sharply is raising con- 
cerns about the credit situa- 
tion for many companies in 
the second half of the year." 

Helen Alvarez, head of 
research at A1I Asia Capital 
and Trust Corporation, a 
local investment house, 
believes the market is begin- 
ning to look like a buy at 
these levels - 85 per cent of 
the most actively traded 
shares are trading at below 
book value and the market is 
on a multiple of Id times 
1998 earnings. 

Like many analysts. Ms 
Alvarez also highlights the 
relative strength of the 
financial system. Top-tier 
hanks are still posting prof- 
its and their capital ade- 
quacy ratios conform to 
international standards. 

But these few bright spots 
amid the dark clouds are 
unlikely to lure bade inter- 
national investors until the 
regional outlook improves. 

The Estrada administra- 
tion Is doing the country no 
favours with a perceived 
lack of direction, accusations 
of crony capitalism and con- 
flicting ai grmia on .interest 
rates from the central bank 
and department of finance. 

“They have to gat their act 
together.” says Mr Uchauco 
of HSBC Securities. 

Justin Marozzi 


CGU 


Merger integration gathering pace 


Annualised future cost savings estimated to increase to £270m 
from £225m 

Severe weather claims, £129m higher than 1997, competition 
and a number of large claims in general insurance reduced 
the operating profit before taxation to £280m 

Strong progress in life and savings business with new sales 
up 28% and life profits 19% higher at constant exchange rates 

Interim dividend increased by 8% 
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Notes: (i) 1997 results restated m overage exchange rates 

ffl Includes realised invatmem gains, merger expenses and equalisation prwwonx 


CGU pic 

A world-class insurer mated through the merger of Commercial Union aiuf General Accident 

SL Helen's. 1 Undmtaft, London, EC3P3DO Internet; h.tpn/ww .cguplc.com 

The CGU 1998 interim report will be circulated to shareholders on 4 iWumUn, , , 

requested from the Shareholder Relations Team at the address above^bj- X ”tag 0l!^ Sfcfc 




